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(Today, John Jones is just an 
average American, wrestling 
with all the doubts and worries 
and problems that beset every 
one of us right now. But let’s 
skip ahead 10 years. Let’s look 
at John Jones then—and listen 
to him...) 


“ Ss" ETIMES I feel so gow xd it 
almost scares me. 

“This house—I wouldn’t swap 
a shingle off its roof for any other 
house on earth. This little valley, 
with the pond down in the hollow 
at the back, is the spot I like best 
in all the world. 

‘And they’re mine. | own ’em. 
Nobody can take ’em away fromme. 

“T’ve got a little money coming 
in, regularly. Not much—but 
enough. And J tell you, when you 








A message for you... from 1953 


can go to bed every night with 
nothing on your mind except the 
fun you’re going to have tomor- 
row—that’s as near Heaven as a 
man gets on this earth! 

“Tt wasn’t always so. 

‘Back in ’43—that was our sec- 
ond year of war, when we were 
really getting ‘into it—I needed 
cash. Taxes were tough, and then 
Ellen got sick. Like almost every- 
body else, | was buying War Bonds 
through the Payroll Plan—and | 
figured on cashing some of them 
in. But sick as she was, it was 
Ellen who talked me out of it. 

“Don’t do it, John? she said. 
‘Please don’t! For the first time 
in our lives, we’re really saving 
money. It’s wonderful to know 
that every single payday we have 
more money put aside! John, if 

























we can only keep up this saving, 
think what it can mean! Maybe 
someday you won’t have to work. 
Maybe we can own a home. And 
oh, how good it would feel to 
know that we need never worry 
about money when we're old!’ 


“Well, even after she got better, 
I stayed away from the weekly 
poker game—quit dropping a little 
cash at the hot spots now and 
then—gave up some of the things 
a man feels he has a right to. We 
made clothes do—cut out fancy 
foods. We didn’t have as much 
fun for a while but we paid our 
taxes and the doctor and—we 
didn’t touch the War Bonds. 


‘“Wedidn’t touch the War Bonds 
then, or any other time. And I 
know this: The world wouldn’t be 
sucha swell place today if we had!” 


The Treasury Department acknowledges with appre- 
ciation the publication of this advertisement 
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A PROVEN WAY 
TO MAKE 
FUEL SAVINGS 


H™ is a way to cut fuel bills as 
much as 40% while you enjoy 
cozy warmth and snug comfort! 
Insulate your home now withthe 
type of Celotex Insulation that will 
fit the job best. Get maximum re- 
sults from your rationed fuel! 


Talk to your Celotex Dealer now! 
Get a free estimate on insulating 
your home with Celotex Insulation 
Board, Rock Wool or Rock Wool 
Batts. You’ll be agreeably surprised 
at the low cost. 

Your Celotex Dealer is a good 
man to know. 


ROOFING - INSULATING BOARD 
ROCK WOOL—GYPSUM WALLBOARD 
LATH— PLASTER-— ACOUSTICAL PRODUCTS 














WARTIME 
INVESTMENT 
Strategy 


Would you like to check your 
investment strategy with that 
of Babson’s? If so, clip this 
advertisement, send it to us 
with a list of 7 securities you 
own. We'll tell you whether 
our strategy is to Hold or 
Switch. No cost or obligation. 
Write Dept. M8. 


BABSON’S REPORTS, INC. 


Babson Park, Mass. 
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COLUMBIA 
GAS & ELECTRIC 
CORPORATION 


2 The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 

No. 68, quarterly, $1.50 per share 
Camulative Preferred Stock, 5% Series 
No. 58, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 47, quarterly, $1.25 per share 
Common Stock 
No. 39, 10¢ per share 

payable on November 15, 1943, to holders of 
record at close of business October 20, 1943. 

DALE PARKER 
October 7, 1943 Secretary 























They BOTH have a stake ir 






their Electric Company! 


















Paul Packard owns some stock i 
the local light and power company 
Jimmy, the newsboy, never bought 2 


/ SS) . share of stock in his life. But he has: 


a) 


stake in the electric company too 4 





because Jimmy’s bank invests his 
small savings in just such businesses) 
Your savings bank, your life insurancd 
company, your fraternal ordei 
probably put some of your 


money into electric securities 





In a very real sense, the electri 




















built by the same people they bal 

; roba 

serve. For in them are savings of 4pew r 
million bank depositors and 66 million in’ i. C 
surance policyholders — your savings —fwhich 

St : : ho p: 
invested in American business and care} po 


fully managed by experienced business 


men — for you — and for America! 


Hear "Report to the Nation," outstanding news 














program of the week, every Tuesday evening, 
9:30, E.W.T., Columbia Broadcasting System. 






yar 
y the wal, 
peginning gone 

J Sosce the nes cals 8 


















the cost ni he same perio ; 
up- ween ol household st 
average 4 decrea sed almost cs 
triculy watt that our industty pro- THIS PAGE SPONSORED BY A GROUP. OF 143Bnd eo 
er han t 
ELECTRIC LIGHT and POWER COMPANIES'}'{;,, 
SELF-SUPPORTING, TAX-PAYING BUSINESSES 
Names on request from this magazine. =? 
Bt 
ae 
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‘S WET@REASURY TAX PROGRAM ... Nobody enjoys pay- 
jing taxes. Fully aware of that fact, the Treasury is 
‘probably not the least surprised that its proposed 
3 of pew revenue program has met with sharp criticism 
rom the Right and the Left—and no cheers from 
he Center, that heterogeneous political division 
ngs —Which embraces great numbers of middle-class people 
ho pay, and suffer, in their customary silence. 

From the Left, including some sections of labor, 
;fome cries that the program is a monstrous injustice 
__ fo the poor; and renewed demands, which will go 
1erica-finheeded by Congress, that industry be taxed out of 
ll profit beyond “4 or 5 per cent return’ on its in- 
estment, and that the $25,000 salary limit be re- 
jing newBtored. Actually, the proposals would remove 9,- 
evening00,000 people from the tax rolls; and the added 
Systemax load would, as usual, fall preponderantly on the 
iddle and higher incomes. 

From the Right the criticism is that the suggested 
creases are just too stiff to be borne; and this seems 
0 be the majority view of Congress—indicating 
robability that changes in the personal, corporate 
nd excise taxes will be considerably less extensive 
han the Treasury calls for. 

Under present rates, millions of middle-class peo- 
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The Trend of Events 


ple, who paid from $100 to $400 a year before the 
war, must now pay from $700 to $2,000 a year. The 
difference represents no minor disruption of family 
budgets. And since the increased national income ts 
unevenly distributed, further tax increases on the 
scope of the Treasury proposals would fall cruelly 
upon the not inconsiderable numbers who have had 
little or no increase in income during the war. True, 
our income taxes are lower than those in England, 
but that was always so. The increase here since the 
start of the war has been much greater than in Eng- 
land, thus involving more radical readjustment for 
many people. 

Neither the Treasury program, nor the smaller 
amount that Congress will settle for, would make any 
significant difference in the much-discussed “inflation 
gap.” It just isn’t feasible to close it by taxes. This 
publication declines to worry about that, as it has 
never believed that the “inflation gap” was nearly as 
dangerous as it was cracked up to be. 


THREE CHEERS .. . Members of the special Senate 
Committee which recently returned after an exten- 
sive tour of world battlefronts are reported to have 
told the Senate in a closed session that, among other 
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things, the United States badly needs ‘more com- 
petent and alert diplomatic and economic overseas 
representation.” 


In fairness, two things should be noted. First, of 
necessity there had to be a mushroom growth of the 
far-flung overseas machinery and multiple agencies 
through which our diplomatic and economic policies 
are carried out, and many of the problems encoun- 
tered were new. There were bound to be some mis- 
takes and crossed wires, just as has been true in 
every other aspect of our gigantic war effort. 

Second, in all war agencies—as well as in the 
Army and Navy—it takes time and stern test to 
shake out the weaklings and failures, while compe- 
tent men come to the fore on the basis of proven per- 
formance. This is true in all belligerent countries. 
Contrary to the charges of some critics, President 
Roosevelt’s choice of key officials and of military 
commanders has—by and large—been excellent. For 
example, the Russians, Germans and British have 
had to make much more extensive shifts in army 
commands than we have. From the start Secretaries 
Hull, Stimson and Knox, Generals Marshall and 
Eisenhower—and numerous others—have grown in 
stature and public confidence. 


Topping a long list of good appointments, we now 
have Leo Crowley as Foreign Economic Adminis- 
trator; Edward R. Stettinius as Under-Secretary of 
State; and Averell Harriman as Ambassador to Rus- 
sia. All are men of high integrity with no personal 
axes to grind. Each is an outstandingly able business 
man and administrator. We have an idea that the 
Senators quoted above are talking about past history. 
From the evidence, we appear to have a team that 
will carry out a realistic, hard-hitting foreign diplo- 
matic-economic policy. 


MORE CIVILIAN GOODS? . . . Whenever there is 
rising “early peace” optimism it is accompanied by 
somewhat wistful talk of more goods for civilians 
before long. Here and there, of course, a few short- 
age items are loosening up by consent of the WPB 
and the armed forces, but they are unimportant— 
moderately more hairpins and zippers, for cxample, 
among other trivialities. 


But total production for civilians certainly is not 
rising, and inventories of civilian goods are declining 
and will continue to decline. Assuming continuation 
of the war, there will be less goods available—in the 
aggregate—over the next six months than over the 
past six months. To get enough manpower for the 
armed forces and enough labor for essential occupa- 
tions, we are already scraping the bottom of the bar- 
rel and yet will have to scrape still deeper. Even 
where materials are available, there just is aot any 
surplus of labor to waste in increased production for 
civilians. 

Are civilians hungry, inadequately clothed or shel- 








terless? We have not seen any such. Our town’ 
stores, restaurants, theaters were never so crowded 
and all the civilians that we happen to know seem t 
be adequately supplied with goods and services. | 
the supplies ahead are somewhat reduced, the differ! 
ence will be mainly at the expense of “fat” and wil 
not spell hardship. 


POST-WAR SPENDING ... It is probable that con 
sumer spending to satisfy deferred wants—mainl; 
for durable and semi-durable goods—will be at { 
high level for several years after the war. But thj 
huge backlog of savings now being accumulated wil 
have less direct bearing upon the coming boom i 
consumer goods than is popularly supposed. 

In the first place, people are much more iaclindl 
to spend out of current income than to dissipate sav, 
ings. This is true not only of short-life goods but oj 
possessions—such as houses or automobiles—thai 
are mainly bought ‘‘on time.”’ Indeed, for many peo 
ple, buying a long-life possession on installment 
rather than paying cash, is itself a reflection of thi 
savings instinct. 

In the second place, the major portion of the sav: 
ings that will have been accumulated during the war 
period will not be in cash but in Government bonds 
The individual can, of course, cash in his bonds an¢ 
spend the proceeds. But this would not affect th 
over-all economics of the situation in consuming mar: 
kets—unless the Federal budget were not only bal 
anced but the debt was being reduced. 


The balancing of the budget and the beginning o 
debt reduction is not a probability of the early post 
war years—and that is on the side of understatement 
Thus when you dispose of your bonds for, ‘say 
$1,000, the Treasury will get the money by selling: 
$1,000 of bonds to your neighbor. You have $1,000 
more cash to spend, he has $1,000 less cash to spend, 
For the country, it will balance out, except that to the 
extent that the Treasury continues to borrow front 
the banks the net total of spendable consumer fund 
will increase. 


Consumers will spend heavily in the post-war peg 
riod, and resume buying “‘on time,”’ because the cut 
rent national income, though lower than now, wil 
be high by pre-war standards and because possessio 
of large savings, even if not touched, will as alway 
make people more inclined to spend income. It i 
probable that in the first twelve months of peace the 
national income will exceed $1 10 billions. 
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THE MARKET PROSPECT... Our most recent im 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 6. Tht 
counsel embodied in the feature should be considered 
in connection with all investment suggestions, else 
where in this issue. Monday, Oct. 11, 1943. 
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As g See Gt | BY CHARLES BENEDICT 


LOOK AT THE MAP 


THE urgency for coming to terms with Russia is 
not, as some would have us believe, based on her 
military victories which are still inconclusive—but on 
the desirability of arriving at a basis for cooperation 
that will help to solve the great political and eco- 


| nomic postwar problems. 


We are just now entering the final stages of the 
war, and our next military moves must be related to 
the political and economic factors that will lay the 
foundations for a sound and lasting peace, resulting 
in political stability and economic reconstruction. 

Contrary to heated comments emanating from 
certain sources we are in a strong bargaining position 
as far as Russia is concerned. Our victories in the 
Mediterranean bring us within bombing distance of 
the most vital areas of Germany and our armies are 
in a better position than are those of Russia to 
breech Festung Europa and open the way to Berlin. 

It is clear, as a glance at the maps herewith will 
show, that after three years of titanic and heroic 











16, 1943 


struggle (in which millions have been killed on both 
sides) the territorial advantage still lies with the 
Nazis. The Russians have a great distance to go be- 
fore they reach German soil. 

In the meantime the winter is fast coming on and, 
with it, increasing difficulties in the already meager 
Russian transportation system. Relief for the Rus- 
sian front today depends largely on an Allied offen- 
sive from the West and from the South. Judging 
from reports of the appointment of General Mar- 
shall to supreme command of the Allied forces, it 
would seem that we are prepared to launch these 
great attacks against Hitler’s European fortress— 
and that these plans evidently await the outcome of 
the talks between Moscow, London and Washing- 
ton. 
As I have said in previous editorials, much would 
be accomplished if Stalin, Churchill and Roosevelt 
got together, for Stalin is a realist and knows that 
anything that would permit Russia to dominate 
Europe and Asia would menace our secur- 
ity. And it is crystal clear that a defeated 
Germany in Europe and a prostrate Japan 
in Asia would throw the balance of power 
in both continents to Russia, unless a 
means could now be worked out that would 
nullify the danger. 

Our feeling of insecurity regarding Rus- 
sian motives and activities is overshad- 
owed by the fact that Stalin has thus far 
extremely limited the information about 
Russia. At the (Please turn to page 50) 
Courtesy of New York Times 
Russia-Jure22,i941) {dune 22—Nov.29,i941 } 
















































What's Ahead for the Market 


The averages are still in an “indeterminate” position with a test of the August 
lows more likely than significant near-term advance. We favor up to 50 per 


cent retention of cash and would defer purchases for appreciation at present 


a a So Y 


Summary of the Fortnight: With scant influence 
from news developments, the averages declined 
sharply on substantially increased volume, following 
a period in which increasing inertia had reflected a 
lack of buying demand and a weakening technical 
Structure especially in previously favored “peace” 
stocks. 


Tue market is again on the defensive. The mid- 
September rally having petered out at levels for 
both the industrial and rail averages well under the 
July bull market tops, attention now centers on the 
question of whether the intermediate reaction lows 
of August—134 in the industrials and 33.69 for the 
rails—will hold or be broken in decline. 

At this writing the question can not be answered, 
for the technical evidence is still intermediate. As 
we have pointed out before, it has to be considered a 
trading-range market until July highs or August lows 
are penetrated. In our opinion, however, there is 
valid reason—both in the psychological factors in- 
fluencing investment sentiment and in the technical 
action—to be skeptical of the possibilities of worth- 
while advance over the near future. 

The last rally—which, as usual, looked “good” 
while it lasted and which was paced largely by 
““peace’’ issues—must be considered as an unsuccess- 
ful test of the previous bull market highs in the 
averages. We see no reason to assume that upside 
tests will be promptly resumed. On the contrary the 
technical assumption—and we emphasize that it can 
only be an assumption while an indeterminate range 
is maintained—must be that the intermediate trend 
is down, with probability of new lows being seen in 
due course. 

In any event, would-be buyers who base action 
on the market’s own “story” have every reason 
to take a “show me” attitude and keep a sidelines 
position for the present. In taking this stand, we 
do not predict a large decline for the near future, 
though it is quite possible. But if one doubts the 
upside potential—and we do—then the alternative 
market patterns to figure on, until evidence to the 
contrary is forthcoming, are (1) more decline; 
or (2) more dull trading-range fluctuation. Given 
the first alternative, cash will appreciate in value 
relative to stocks and possibly importantly so. Given 
the second alternative, cash—at least in terms of 
the broad market average—will at least “hold its 
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MILLER 


own” in relative market value; and offers far mor 
certainty than stocks. 

For several months, regardless of minor treni 
variations, there has been clear evidence that thi 
underlying demand for common stocks has been con: 
tracting. For a time this reflected itself more in 
curtailed volume than in price decline. Lack ot 
broad demand will not put a market down as long 
as people—though not willing to buy—are content 
to sit tight. But under a condition of small demand, 
it takes only a moderate increase in the willingness 
to sell to put the averages down. Within the past 
fortnight, for reasons that are somewhat debatable. 
there has been a substantial increase in liquidation. 
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TREND INDICATORS 


are more promising 
than anything that 
has gone before. 

For our part, we 
think it just as well to 
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DOW JONES INDUSTRIALS 


take these short-run 
shifts in “sentiment” 
with a grain of salt 
and avoid extreme 
market expectations, 
one way or the other. 
Actually, there is no 
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Whether this will become cumulative remains to 
be seen. It is our impression that the average in- 
vestor today is without strong conviction—either 
bullish or bearish—about the market prospect. He 
was bullish throughout the first half of the year— 
bullish on post-war prospects for business and cor- 
porate earnings, bullish on the general war outlook 
without having any strong hope of early peace; 
and, perhaps most influential of all, he was bullish 
because the market itself looked bullish to him. 
That psychological pattern has been definitely 
broken. Otherwise, with the 12-point July-August 
reaction out of its system, the market would have 
reached new highs by now. 

Why has psychology changed? No dogmatic 
inswer is possible. The shift toward caution began 
with the ousting of Mussolini. Short-war sentiment 
increased and the so-called war stocks—which for 
many months had been pronounced laggards in the 
bull market—reacted most sharply. The ‘“‘peace”’ 
stocks paced the mid-September rally, with dozens 
of issues making new highs for the year, though by 
then it was apparent that the Allied campaign in 
ltaly would be far from easy. But last week it was 
‘peace’? stocks that took the worst beating, while 
‘war’ or heavy-industry shares exhibited the best 
technical action in many months. 

It could be argued that weakness in the first group 
ind superior resistance in the second reflected a 
shift toward “longer war’’ sentiment. Perhaps so. 
But we wonder how long this will last, if such is 
the explanation. Strategically, the current Russian 
victories—in that Soviet armies have crossed the 
Dnieper in force and are threatening to outflank 
the Germans both in the Crimea and the north— 
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were no other kind of market. There have been 
times when the market for months on end just 
waited to make up its mind as to the shape of things 
to come. This may very well be such a market, 
whether or not the averages slide down further. 
Sometimes in such a market the range of fluctuation 
remains narrow until a new psychological theme 
emerges. Sometimes it may be a fairly violent see- 
saw affair. 

For some time we have had a notion that the 
much favored “‘peace” stocks might very well sell 
higher before the end of the war than they would 
sell for many months after peace has come; and, 
conversely, that at least some of the war-time 
pariahs—we are thinking especially of rails and 
heavy steels—probably will do better after the end 
of the war than now. 

In their relationship to the broad market average, 
the ‘‘peace”’ stocks and the “war” stocks have been 
discounting peace, in opposite directions, for a great 
many months. A long anticipated event is never 
discounted twice. Thus the final phase of the war 
in Europe very likely will see selective strength in 
‘“‘war’’ stocks and important weakness in over-bulled 
““peace”’ stocks. 

We are not prepared to say that this reversal 
is already beginning, although the recent and current 
technical indications will bear watching. To date 
the better action of “war” stocks is too “tentative” 
to convince us that the time has come to buy them. 
On the other hand, their threat of decline has by 
now been greatly minimized. Having been very 
“leery” on this group throughout the bull market, 
to those hung up in them we now don’t hesitate to 
say that we think sales (Please turn to page 50) 
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of Economic-Military 
Alliance With Great Britain 


BY ¥.L. HOROTH 


‘Res approval of the Fulbright Resolution by the 
people in all walks of life and their urging of the 
Senate to accept it, is a good gauge of the extent to 
which our traditions, prejudices and ideas have 
changed in favor of collective security. It has, ap- 
parently, become plain even to the traditional isola- 
tionist of the great Middle-West that the United 
States cannot stand alone without allies in the post- 
war world, ‘despite its size, its industrial power, and 
its exclusive geographical position. 

In a consideration of America’s allies, first choice 
goes to the British Empire. This is only natural, for 
we have common tradition, culture and language, 
and much the same politcal institutions and economic 
organization as Great Britain, and, above all, the 
same belief in individual rights and freedom of 
enterprise. There are people here, as well as in 
Great Britain, who believe that since the creation of 
an international system may be impractical at present, 
the political and economic understanding between the 
two must be the first achievement. They feel that if 
the United States and Great Britain can’t reach some 
workable understanding, the chance of an under- 
standing with anybody else is pretty slim. 

On the other hand, an understanding or alliance 
with the British Empire can remain but the base and 
the minimum in our foreign relations. The fact that 
a twenty-year alliance already exists between Great 
Britain and Russia should enhance the chances of our 
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reaching an understanding with the Soviet Union. i 
The failure to do so would put obstacles in the wajp.i-o 
of the establishment of a collective security system, phol: 
just as an exclusive alliance between this country andj... 
the United Kingdom would probably lead to the crea}, p, 
tion of a counterbalancing group of powers, whiclf. ... 
in due time would be followed by the reappearanct}.g.. 
of Germany as an ally of either Russia or the West}.,q .; 
ern Powers. And the road to the Third World Way, ¢, 
would be laid open. orld 
While the atmosphere appears at present to bey, 
highly favorable to the conclusion of some pact oif.5.14 
agreement with Great Britain, the post-war reactiotf., .,, 
here as well as in Great Britain will have to be taken}... 
into account. It is generally conceded that in thifiq. 
country we are moving to the right and toward thef),, ; 
restoration of greater freedom of enterprise. Infiyi 4, 
contrast, in Great Britain the present coalition Gov-f.,),,, 
ernment may find itself superseded by a more radical 
and perhaps more pro-Russian administration, fol{ At 
lowing the post-war election. In such a case, we majyppce n 
not be too eager to expand the Alliance. Britan 
The scope of a post-war Anglo-American alliancthhe A 
could, of course, vary widely. It could be simply atfogniz 
agreement for mutual assistance, such as alreadyfi.g 
exists under the Lend-Lease arrangements, the At}.. p, 
lantic Charter and the Mutual Aid Agreement signed}. ; 
in February 1942. It could be a merger of the two P 
countries, such as Mr. Churchill offered to France}, ., , 
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a the memorable days of June 1940—an offer 
which, incidentally, still stands. In such case, the two 
puntries would probably have to surrender some 
yf their sovereignty to a joint ruling body. But 
ych a confederation, though its consideration may 
pe included in an article like this, is still very utopian. 
a mater of fact, only eleven years ago, at Ottawa, 
he various Empire countries themselves failed to 
@aperee on such political and economic union. 












wee On the other hand, the wartime cooperation be- 
yeen the British Empire and the United States has 
roved highly successful and has gone further in 
fnilitary and economic spheres than either had dared 
o hope in 1940. Considerable machinery has been 
Meeercated in the form of various Combined Raw Ma- 
Pamecrial Boards, Combined Shipping Boards, Com- 
zi bined Production and Resources Boards, Combined 
food Boards, Combined Munitions Assignments 
boards, some of which could be employed to some 
ndvantage in solving post-war problems. It may be 
ng the much more practical at the beginning to limit the 
operation between the two nations to the working 
it of less ambitious schemes, such as common de- 
fense policies and common trade practices. Some 
beginnings have already been made in regard to 
the mitigating of post-war maladjustments. In the 
Mutual Aid Agreement, for example, the United 
States agreed not to demand from Great Britian the 
post-war repayments of lend-lease in a form that 
vould burden the trade, but rather in a form which 
vould tend to promote mutually advantageous trade 
relations between them. 















No matter what type of alliance is adopted be- 
tween this country and the British Empire, the merg- 
ing of the naval and air establishments of the two 
nations would have a far reaching effect upon the 
upholding of the peace. The American naval and air 
leets, which will undoubtedly be much stronger than 
the British naval and air forces by the time the war 
is over, would, together with the British navy and 
uirfleet, and above all with the aid of British naval 
ind air bases scattered all over the world, represent 
: force that is bound to go unchallenged on the 
world’s seas. In fact, the supremacy of this force, 
tacked by the British and American industrial power, 
pact Olould be so great in most parts of the world that 
‘e€actlOle could look for the reptition of the situation that 
e taken rtisted in the 19th Century, when British naval and 
-” a industrial supremacy was strong enough to maintain 
ard ththhat we often call “Pax Britannica,” a period during 
ise. “Hhich the world reached a standard of living un- 
prown before. 
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on, fol{ At this point, however, it is necessary to stress 
we maypnce more that the management of this coming “Pax 

__ fritanno-Americana” exclusively by the British and 
allianctfe Americans would be unfortunate and that 
nply an dgnizance must be taken of the views of other Al- 
alreadyfieg Nations, the Soviet Union and China, just as 
the Athi, British or American naval and air bases should 


faye he opened to the forces of all Allied Nations. 
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U. S. TRADE WITH THE BRITISH EMPIRE 


(All figures in millions of dollars) 


























World Trade in Certain Products in 1938 
(in 000 of metric tons) 


Anglo-American 


1942 
Cash Distrib. 
Trade Lend- in% 
Imports from 1929 1937 only Lease (1937) 
United Kingdom ..... 330 203 135 6.5 
CanaGe....ecess-. SOS 399 735 —- 12.9 
Australia and N. Zeal... 53 66 219 — 2.1 
South Africa......... 10 14 96 a= a 
India and Burma....... 149 104 105 — 3.4 
Malaya.............. 239 235 -- 7.6 
COMI sav sc 6 cocks 32 21 * — ey 
West Africa.......... 30 36 - -= 1.2 
yi to. 59 42 120 — 1.4 
Total............ 1,405 1,190 1,410 — 363 
Total Imports... .. 4,399 3,084 2,742 _ 100.0 
Exports to 
United Kingdom...... 848 534 495 2,362 15.9 
CansGls...<-ccecnnss GAO 510 1,257 1,367 15.3 
Australia and N. Zeal.. 189 97 88 362 2.9 
South Africa......... 61 89 48 100 2.6 
India and Burma....... 55 44 91 378 1.3 
CL OO Ee 15 9 _ 3 
CO CS ee 3 2 - . af 
West Africa.......... 12 10 : . an 
Pal Ctiets:. .. <c06c0cs 86 77 60 136 2.3 
Totel............ FT 13s F630 4705 40.9 
Total Exports..... 5,241 3,349 3,151 7,823 100.0 
*Not specified 





group an Rest of 
Latin America the World 

Imports Exports Imports Exports 

Petroleum................ 38,414 44,500 14,910 5,190 
€oal.... csc cccceccsce+.. SEQRS SIASS SOSTE SE5T5 
On OFO.....s2ecccecws Gee 7,215 38,654 39,785 
Dauner}. . co ecccs 1,050 890 1,218 1,493 
lron and Steel Scrap....... 782 3,544 4,677 1,674 
Copper. 437 1,166 1,071 385 
Tin: ...- 67 86 61 57 
Zinc... 209 246 254 242 
Lead... 423 787 409 115 
Manganese ore... . 736 1,525 1,478 461 
Cotton 784 2,077 2,021 657 
Wool 354 902 624 98 
Jute.. 273 668 451 12 
NGGUMES exe uleciccca seuss 767 655 346 377 
Potash. .. 720 134 1,879 2,608 
tandiflour:........... 8,679 12,144 7,460 4,316 
a 3,464 6,854 5,972 2,115 
eer. 3,604 2,636 2,892 
CHRAGED. «se cwo soc cess ns 965 1,756 2,011 1,233 
Vegetable oils..... 877 605 617 970 
1,571 1,476 242 413 

Psst ere a 504 279 110 335 
Bananas. ...cccoeeeccecs« USae 2,179 465 215 
MP oti acviev cava Sn 6,520 2,419 2,480 
Cahee. 6. i ccscscecvencc.. GEG 1,632 7196 199 


—S—SSSSSSSSSSSSSSaEESESaBDananBanBanBhnB=>aaSSaa ae 
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It is quite plausible, even, that the merging of the 
naval and air establishment of the United States 
and the British Empire would relieve the pressure 
for naval rearming and for the maintenance of naval 
parities. Perhaps the only disturbing element in the 
otherwise promising picture of the future might be 
the reluctance on the part of Great Britain, con- 
scious of the strength that an alliance with us would 
give her, to carry out certain Empire reforms that 
may be badly overdue by the time the war is over. 
The deliberate postponement of the solving of the 
problem of Indian independence may serve as an 
illustration of this point. So too are both the British 
and South Africans none too eager to go through 
with the reforms which would give the African 
native a greater representation in government. 

A period of relative political security that would 
be the result of such a “Pax Britanno-Americana”’ of 
the future could not remain without profound influ- 
ence not only on the economies of the United States 
and of the British Empire, but on the rest of the 
world as well. Just as the feeling of political in- 
security during the period between the two wars 
gave the impetus to economic nationalism and led to 
the fostering of national self-sufficiency, so the pe- 
riod of political security guaranteed by the United 
States and Great Britain, and, even better, by all the 
United Nations, is bound to bring the revival of 
economic internationalism and to promote inter- 
national division of production and trade. 

Both the United States and the British Empire 
are likely to emerge from the Second World War 
with much larger industrial plants and with enor- 
mous accumulations of pent-up purchasing power. 
As a result, they will be quite ready to extend their 
foreign trade activities in both ways. In this country 
in particular, a more sensible attitude toward the 
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acceptance of more goods from abroad is beginning 
to assert itself. Thus even if the British Empire— 
United States alliance should fall short—as it must 
—of the 100 per cent economic and political merger 
that some dreamers visualize, there can still be ex. 
tensive cooperation aimed at the removal of the 
obstacles to mutual trade. Thus, notwithstanding 
the scope of the alliance, we might create an area 
where trade was relatively free, at least when judged 
by the trade barriers during the period between the 
two World wars. Such reestablishment of a free 
trade area would, moreover, permit the reintroduc. 
tion of the gold standard, after, of course, a sensible 
and permanent dollar-pound sterling relationship 
had been worked out. 


Anglo-American Free Trade Area 


The creation of a free area based on the United 
States and the British Empire (and there is no doubt 
that in due time Egypt, Iraq, Iran, Scandinavian 
countries, the entire Latin America, the Portuguese 


Empire, the Low Countries, the French Empire andj | 


possibly also Spain and Italy would “‘join in”) would 
not necessarily mean taking the Government out of 
business or turning the clock back to the end of the 
Victorian era. The problem of post-war reconstruc. 
tion is bound to require the continuation of Govern. 
ment control and undoubtedly also some planning, 
especially in respect to creating employment for the 
returning soldiers. 

As will bc scen from the accompanying tables, the 
economic resources and activities in the areas con- 



































trolled by the Anglo-Saxon nations are large and 
diversified enough to enable the establishment of an 
expanding economy and to permit a rise in the stand- 


ard of living of the inhabitants. The United aa 
NL 


and the British Empire accounted for about 50 per 
cent of the world trade in the pre-war days, and if 
the prospective “joiner” countries were counted in, 
this share would probably be raised to some 70 per 
cent. The British Empire took before the war mort 
than one third of the world exports of wool, gaso- 


indust 


lantas 
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line, steel, wheat and corn; half of the world exports 
of eggs; three-fourths of the beef exports, and nearly 
the entire world surplus production of mutton and 
pork products. The United States purchased in the 
same period over one third of the world’s coffee ex 
ports and about one-half of the world’s tin, cocoa, 
and rubber exports. 

The deficiencies would be in a relatively few 
minor commodities, and even those might disappeaf 
as other parts of the world, especially Latin Amer 





ica, joined. Among them would be antimony, tung- 
sten, silk, certain chemicals, spices, and drugs su¢ 
as opium, ergot and cinchona, and such raw material 
as tung oil, cork, flax, and kapok. 

The adjustments that the creation of a free trad 
area would demand of the United States produce 
on one hand and the British Empire on the othe 
hand would be probably smaller than anticipated 
As it is, there is al- (Please turn to page 47) 
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mn! Changing Status of the United States 
") Under Raw Materials Short 
a naer Raw areriais orrages 
oan NEW DOMESTIC ECONOMIC AND WORLD POSITION 
sa BY LAURENCE STERN 
- stand- 
| States | ; : 
50 pefAN Less than two years of all-out effort American erably more than double the average of the decade 
‘and iffmdustry has expanded production to levels literally 1930-1939—also more than double the average of 
ited inffantastic by all former standards of comparison. the decade 1920-1929—an accompanying phenom- 
70 pet Today we not only dwarf allied and enemy nations enon, to the far-reaching implications of which we 
r mort{i war output but we are getting this output at far less are just waking up, is greatly accelerated depletion of 
|, gasoq*xpense to production for civilians than is the case irreplaceable natural resources, especially petroleum 
exports}! any other belligerent country. and basic minerals. 
| nearkf We are now turning out materials for war at a We are, of course, a long way from any threat of 
on andate of approximately $75,000,000,000 a year—a_ actually becoming a “have-not”’ nation in raw mate- 
1 in thef'gure seldom exceeded by total national income in rials resources. But we can no longer maintain our 
flee exgite-war years—and yet the civilian public this year former happy illusion that these resources are vir- 
cocoagtill spend over $90,000,000,000 for goods and tually inexhaustible. We now see that earlier cal- 
rvices. Part of this $90,000,000,000 estimate, culations as to how many years these underground 
ly fewgvhich is made by the Department of Commerce, reserves would last—calculations based on pre-war 
sappeamtllects higher prices. Even so, the figure represents average consumption—are thrown out of kilter by 
Amer larger physical volume of aggregate civilian con- an unheard of consuming rate. 
>, tunggumption than we ever had in the most active pre- To be sure, the present speed of depletion will 
gs suchar years. be reduced when war’s demands have been served, 
aterialg In short, we have had a startling demonstration — but the life of the reserves will have been importantly 
not only of the insatiable demands created by war shortened—and the post-war consumption, for rea- 
e trad the present global scale but also—and of deep sons that we shall explore hereafter, is likely to re- 
oducerggnificance for the coming peace era—of the vast main permanently and substantially larger than the 
e othepotentiality of our domestic consuming markets pre-war average. Thus the end of the war will not 
cipatedgder a condition of full employment and resultant restore a status of relative plenty in iron ore, oil, 
ge 47) igh national income. bauxite, mercury, tungsten, lead, zinc, or copper. 
With the volume of industrial production consid- In the life of a nation a decade is a short time in- 
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terval. With respect to the security needs of the 
United States and the well-being of its people, the 
question is not whether underground reserves of this 
or that key raw material—reserves suitable for 
economic exploitation—have a probable life of ten 
years, or twenty, or thirty. If there is probability 
of exhaustion within any foreseeable future—and on 
this there is scant room for debate—then national 
economic policy, domestic and international, must 
be shaped accordingly. 

Twenty-five years ago most of us thought there 
would never be another World War. We were 
wrong. Today we have the most urgent reasons of 
self-interest to do all that lies within our power to 
assure that, a generation or two hence, there will not 
be still another such conflagration. That requires 
that we play a dynamic world role. Even so, we can 
not put full faith in—or gamble the nation’s security 
on—the permanent effectiveness of alliances or 
broader international arrangements. Until human 
nature changes, it will still be a world in which only 
the strong can be assured of freedom to shape their 
destinies. We shall need great power—military and 
economic—both as (1) the only practicable means 
of implementing the international arrangements 
through which we hope to guarantee peace; and (2) 
as insurance that we must have in case such arrange- 
ments ultimately fail. 

This war has brought home the fact—of which 
too many people were unaware—that the United 
States is not and can not be economically self-suffi- 
cient. Our Government is combing the world, with 
important reliance on South America, for a great 
variety of badly needed materials to augment inade- 
quate domestic supplies. Without these imports we 





1939 Balance of U. S. International Payments on Trade and 
Service Items. 
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would today be much less further advanced along}nng: 
the road to victory. | iT 

Should there be another great war a generationp)ina 
hence it would almost certainly find us with under§rea! 
ground reserves of some of the most essential rayp!to™ 
materials depleted below the safety margin, if nopt@™ 
to the point of hopeless indequacy. Therefore sheeqDom 
necessity must require that we (1) use our powerp)°tl 
to the fullest possible extent to assure permanent} {at 
peace and ready access to foreign sources of mate's | 
rials supply; (2) conserve underground reserves off 4" 
shortage materials and/or build up very large stra} UY ' 
tegic stockpiles in the Government’s hands; (3) the « 
stretch the life of the scarcest natural materials by prof 
using synthetic substitutes to the extent economically Te! 
feasible; and (4) import more raw materials. _ glad 

Some of these requirements—especially the con®! 
servation of underground reserves and the importa- In 
tion of more foreign materials—will run counter tof? 
the natural instincts and desires of competitive pri)! 
vate business. There will be conflicts—or apparent prob 
conflicts—of pocketbook interest politically difficul {st 
to resolve. If there were only five years’ supply of syntl 
oil or lead in the ground, its owners—or many off¥0° 
them—would cry to high heaven against letting im. stock 
ports cut into their domestic market. But since the of th 
national interest and security are paramount, ways)" t! 
must be found to resolve these conflicts equitably and exp 


through democratic processes. g00c 
10 J 


year 
Shortage of Oil zye 
H 

Consider the case of oil. Allowing for permanent exple 
maintenance of large armed forces, resumption off comy 
normal and expanding consumption by civilian motor dow! 
vehicles and future growth of air transport, totalpoil, \ 
post-war use may be as large as now or even larger] tegic 

As to the life of underground supplies, expert} polit 
opinion differs. But the consensus is 12 to 16 years part! 
for present proven reserves. Proven reserves caigsuch 
be increased by new discoveries, but it is improbabl§G. S 
in future that new discoveries can equal the average} pect, 
depletion rate. Oil location has long since become @fas to 
geophysical science and the practitioners of this sci- 
ence know pretty well where oil is and even better 
where it isn’t. The discovery rate—in terms of bil}. Ei 
lions of barrels added annually to proven reserves—f tut 
has been dropping sharply in recent years. tially 

More oil can be had from proven locations byf*cel 
deeper drilling, but how much is problematical ; an tis : 
to go much deeper than present advanced drilling (1 
techniques would increase producing cost substan-{Posit 
tially. Huge quantities of oil could be had from} (2 
oil-shale deposits or from hydrogenation of coal, but} *X¢e] 
the cost would be radically higher. facili 

On the conservation side, probably greatest prom4" © 
ise lies in redesigned engines for motor vehicles ™0r¢ 
and much lighter weight cars, using higher octane{ "On, 
gasolines. Through this combination the mileageg*!ter 
per gallon of fuel could be more than doubled. The ne 
most effective way of speeding this change, through he 
economic pressure rather than Government “‘plan-J Ce} 
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ng,” would be to let the price of oil rise. 
There are several sensible ways by which, in com- 
bination, a “‘strategic’’ stockpile of oil could be 
created. Oil could be imported by the Government 
from South America and probably eventually from 
Canada where promising exploration is under way. 
Domestic oil interests could have no reasonable ob- 
jection to this. But if strategic needs are to be ade- 
quately met, the amount would have to be huge and 
this would involve an equally huge storage problem. 
Another method would be for the Government to 
buy a portion of proven domestic reserves and leave 
the oil in the ground. Again, if allowed adequately 
profitable prices, the large oil companies that own 
foreign fields or have an interest in them would be 
glad to stretch the life of their proven domestic 
reserves by bringing in more imported oil. 

In the case of metals, especially iron ore and cop- 
per, an abnormally large supply of scrap for some 
years after the war will tend to ease the depletion 
problem. Moreover, the total pool of available in- 
dustrial materials will be augmented importantly by 
synthetic materials, topped by plastics, including ply- 
wood. Even so, the question of adequate strategic 
stockpiles can not be safely ignored when experts 
of the United States Bureau of Mines estimate that, 
on the basis of known reserves, present methods of 
exploitation and present consumption rate, we have 
good grade iron ore for only 20 years, copper for 
10 years; zinc, lead, mercury and tungsten for 5 
years; and bauxite (raw source of &lyminum) for 
3 years. 

Here, too, higher prices would induce both altered 
exploitation methods and increased imports—but 
competition of synthetics may tend to hold prices 
down. The Government stockpiles, as in the case of 
oil, would have to be gigantic to have any real stra- 
tegic meaning. Most likely, if the writer knows 
politics, they will be built up partly out of imports, 
partly out of domestic purchases. A bill calling for 
such a program has been introduced by Senator James 
G. Scrugham of Nevada—giving, as you would ex- 
pect, “‘preferential” treatment to domestic sources 
as to both volume of purchases and prices. 






Effect of Competition 


_Earlier in this article it was observed that the 
tuture consumption of raw materials will be substan- 
tially greater than the pre-war average, tending to 
accelerate the rate of depletion. The reasons behind 


-al; andj this assumption are as follows: 
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(1) The population is still growing, while de- 
posits of our oil and minerals are fixed quantities. 

(2) Every great war—and this one will be no 
exception—establishes a lasting expansion in the 
lacilities of production, in the volume of production, 
in employment and national income. We will no 
more “go back” to the pre-war average of produc- 
tion, employment and national income that we did 
after the First World War or after the Civil War. 
A new status and new standards have been created. 
he “normal” production of the future will not— 
except perhaps at some rather distant date—be as 
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high as the present production; but it will be closer 
to the present level than to the pre-war average. In- 
deed, in our new status, a return to the pre-war aver- 
age production would spell intolerable depression 
and mass unemployment. 

(3) Whatever the disputes as to methods, there 
is one national objective—and_ responsibility—on 
which our political leaders, our industrial leders and 
the general public are agreed as never before. It is 
the objective of economic stability and expansion, 
maximum utilization of our productive resources, high 
employment and consumer purchasing power. I| do 
not venture to predict how large will be the Govern- 
ment’s role in our modern—and permanent—‘‘mixed 
economy,” an economy mainly sparked by capitalist 
initiative but balanced and supplemented by Govern- 
ment controls. However, I believe, as do a majority 
of economists, that under this modified capitalism we 
may reasonably hope to avoid such deep and pro- 
tracted depressions as periodically seared our people 
in years gone by; and that we can indefinitely main- 
tain a much higher average employment and national 
income than in the past. 

If these observations are substantially correct, 
their economic implications—for us and the world 
are enormous, with rmifications beyond possibility of 
full discussion in this brief article. But certainly 
prominent among them—and the central theme with 
which we are here concerned—is a continuing level 
of consumption so high as to put a substantially 
altered perspective on our raw materials reserves. 

The combination of high American consumption 
and relatively rapid depletion of some of our basic 
raw materials must inevitably operate to increase 
our import trade, and to alter its character in that 
industrial raw materials will gradually come to make 
up a larger share of the total than formerly. This 
will not in any event be a national “‘loss.”” On the 
contrary, we really lose when we export irreplaceable 
natural resources. Moreover, increased imports carry 
a quid pro quo, in that sellers to us thus acquire dol- 
lar balances the bulk of (Please turn to page 37) 

















New factors are making the out- 
corporate distributions 


look for 
somewhat brighter but with consid- 


erable variation among companies. 


Stocks In Line 4 
For Year-End Dividends 


io. £ 


sues of war time demands for heavy cash 
reserves to handle big inventories and meet Federal 
tax demands, most corporations are following a very 
conservative dividend policy. In many cases only 
about one quarter of current earnings is being given 
stockholders (the railroads are even more conserva- 
tive) after allowance for the reserves, renegotiation 
of contracts, special contingency reserves, etc. While 
substantial “extras” have been paid on some pre- 
ferred stocks with arrears, there have been celatively 
few surprises in the way of generous payments to 
common stockholders this year. However, the year- 
end months are the traditional time for declaring 
extras, or evening-up the aggregate payments for 
the year, and many companies which have been 
niggardly in their earlier dividend may declare spe- 
cial payments in the next few weeks. 

Taxes play an important role today in dividend 
policies. In this respect we are much better off than 
a year ago, when Congress kept corporation execu- 
tives worried over the 1942 rates until October. This 
year it has been definitely decided that no retroactive 
bill will be passed. While Mr. Morganthau has 
proposed an increase in the combined normal and 
sur-tax rates from 40% to 50% for 1944, this will 
not affect calculations for the current year. More- 
over, Congress has indicated considerable opposition 
to the new program, and while it is too early to 
make a definite prediction, it appears likely that Con- 
gress will either retain the present corporation taxes 
(with minor modifications), or enact a 45% rate 
(which it was generally assumed would be passed 
last year). In any event, if the rate should be raised 
to 50%, there seems a good possibility that the post 
war credit may be increased or some other offsetting 
concession made. This particularly applies to utility 
companies which are now very heavily taxed as com- 
pared to other industries. 

The accompanying table lists about 70 common 
stocks, arranged by industries, which seem to have 
good prospects for additional dividend declarations, 
in some cases in substantial amount. We comment 
brieflyon the various groups as follows: 
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The transport companies have ambitious plans fo 
the postwar period to acquire new routes either at 


petitive struggle after the war. 
premier company in this group, paid $1.50 last year 
—about a quarter of the earnings—and a similar 
payment this year would seem a possibility, although 
earnings will probably be somewhat lower and no 
dividend payments have been paid this year. 

The auto accessories companies, now practically" 
100% engaged in war work, for the most part sell aif’ 
low price earnings ratios, though not at a little more 
than “one times” as do some of the aviation com- 
panies like Bell and Consolidated. Most of them 
pay somewhat more generously than the aviation 
companies, since they do not face such a big postwar 
readjustment. They will need some cash for retool- 
ing their plants and carrying their employees during 
the readjustment period—usually estimated at about 
six months. However, we have included six issues 
in the table, where dividend payments have been 
relatively small in relation to estimated earnings} 

In the automobile group we have omitted the twof 
leaders, Chrysler and General Motors, because they 
are fairly high-priced in relation to estimated earn- 
ings, and chances for any substantial “bonus” pay: 
ments to stockholders seem rather remote. 

Diamond T, on the other hand, is in the same 
earnings class with Chrysler and yet sells for only 
15% as much. While it is possible that the manage- 
ment will limit the year’s total dividends to $1.00, 
as in 1942 the large earnings in relation to price 
open up interesting possibilities. In the case of Mackf 
Truck, while earnings may be somewhat lower thisg’™ 
year, the company is in very sound financial condition. ions, 
and could presumably make a year-end disbursement 
of $2.00, bringing the year’s total to last year," 
figure of $3.00, should the directors wish to be gen- 
erous. Reo is reported to be doing well this year 
and it would seem reasonable to look for a duplica- 
tion of last year’s 50c disbursement. White Motor" 
which has usually maintained a sound position, could 
probably afford a year-end extra. 
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While the baking companies are doing fairly well 
his year due to the extra demand for fancy products, 
we have included only Purity Bakeries, which thus 
ar has paid less than half of last year’s dividend, 
though it is thought that earnings may run well 
pbove last year. Purity in the past has benefited by 
special demands for cake and other high-priced 
roducts during times of prosperity. However, limi- 
ations on supplies, and higher operating costs to- 
pether with the “‘ceiling’’ on bread prices, may prove 
2 more important factor than would be indicated by 
ur earnings estimate. 
Among the beverage stocks Pepsi Cola, despite 
ts recent decline, still sells at a fairly generous ratio 
0 estimated current earnings. However, since the 
ompany would not appear to face any substantial 
eadjustment in the postwar period, an additional 
ividend of $1.00 or more would not be surprising, 
since this year’s payment to date is only $1.00 com- 
pared with last year’s $2.25. 
The building group is subject to cross currents 
esulting from the practical completion of war con- 
lans fopttuction, hence it seems unlikely that year-end divi- 
ither afends will present many surprises. Crane, which 
us compaid $1.00 last year, has not yet made any declara- 
Nirlinesfion and some year-end payment appears a possi- 
ast yeapulty. 
simila}. Lhe aviation manufacturing stocks are selling at 
IthougifXtremely low levels in relation to earnings. Divi- 
and nofends have been ultra-conservative in most cases due 
0 the need for large working capital to handle 
acticallyvar contracts. Now, however, with the end of the 
+t sell af'@r anticipated in the not too distant future—1944 
le morefot Germany and 1945 for Japan seems to represent 
on come concensus—the aviation companies may adopt a 
of themfore generous policy. On the other hand, however, 
aviationpome of them may fear the readjustment period fol- 
postwarpwing the war and until there is further clarification 
- retoolp! Government policy regarding renegotiation and 
; duringftncellation of contracts, they may prefer to retain 
it abou Substantial cash backlog. 
x issueq [he chemical group usually pays out a substantial 
ve beemmrt of earnings and rates are usually ‘“‘cut and 
arnings tied,’ therefore we have not included the group in 
the twopt! table. Among the container stocks, Anchor- 
ise theypocking Glass has thus far paid out less than a 
-d earnfuarter of estimated earnings of 1943, and less than 
is” pay. alf of last year’s dividend, hence some year-end 
‘payment seems likely. In the electric products group 
re sameftosley might logically be expected to give stock- 
—— olders another payment since 1942-43 disburse- 
nanage pnts have been low in relation to earnings. The 
y $1.00 fme comment applies to Master Electric. © 
to price In the machinery group we find the situation com- 
f MackPrable to that of aviation manufacture. Share 
arnings are very large in relation to present quota- 
fons, but the industry may enter a decided slump 
fter the war because of the over-supply of machine 






wer this 
ondition 





rsement 
t year's vols. However, stockholders of the companies in- 
be ger Huded in our list would seem to be warranted in 
se swell voking for further 1943 payments.’ 


duplica] In the metal group, there is a difference of opinion 
Motorf"™ the immediate postwar outlook for the copper 


n. couldfompanies. (Please turn to page 45) 
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OFFERING BASIS FOR LARGER PAYMENTS 


Bell Aircraft 
Consolidated-Vultee. . . 
Martin....... 

United Aircraft 


American Airlines 


Allen Industries 
Bendix........ 

Budd Wheel... 
Campbell Wyant 
Thompson............ 
Timken-Detroit. 
Diamond T.... 

Mack Trucks... 


OO ES eer 
White Motor. . 


Purity Bakeries 
Pepsi Cola..... 
GYAN GR Ss Ane ae ees 
Anchor-Hocking Glass 


Create 5 5 23> 
Master Electric. 
Bullard........ o 
Chicago Pneumatic Tool 
Greenfield Tap & Dye. . 
National Acme : 


Anaconda... .. 
Hudson Bay. . 
Kennecott........ oy 


Recent 
Price 


13 
13 
18 
31 


31 


*To date (approximately) 


Atlas Plywood 
COWS: 2 3s: 


boaw's.....c.... 
Paramount. ... tae 
20th Century Fox..... 


Mid-Continent...... .. 
Standard Oil of N. J... 
Standard Oil of Ohio. . 


Elma Roe... 36636 s. 
Pullman.......... 


Atlantic Coast Line... . 
27 OS a eee 
Great Northern....... 
Louisville & Nashville. . 
Nashville Chat. & St. L. 
Pennsylvania......... 
Southern Pacific. . 


Allied Stores......... 
Shattuck........ 


Atlantic Gulf & W. 
OT Ea ere 

Elec, Boat.....5. «++. 

Newport News. . 


Alleghany-Ludlum.... 
Continental Steel. 

aT || ee 
Great Northern lron Ore 
Rustless Iron.......... 
Wheeling Steel....... 
Woodward Iron 


Cuban Atlantic. ...... 
St eee 


Adams-Millis......... 
Munsingwear......... 
Reliance Mfg......... 


General Tire & Rubber. 
Goodrich Tire & Rubber 


General Cigar......... 


23 
48 
27 


59 
25 
22 


26 
58 
41 


Divi- 
dends 
1942 
$2.00 
1.00 
1.50 
3.00 


1.50 

75 
3.75 

.00 
1.25 
1.50 
3.25 
1.00 
3.00 

50 
1.25 
1.55 


2.25 
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So uWMe 388 
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Paid 
1943* 
$1.00 

1.00 


1.50 
1.50 
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.50 
1.50 
1.05 

75 


45 


75 


1.00 
1.50 


15 
1.00 
1.20 

50 
1.00 

mY ie. 


Earned 
1942 
$11.78 
10.57 
6.02 
5.99 


6.33 


1.42 
5.90 
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WASHINGTON regards it a foregone conclusion that 
the three major units of the United Nations at a 
Moscow parley within a matter of weeks will find 
Stalin with no ideological demands but with these 
very practical military and economic goals: clear So- 
viet lands of the invader and destroy Hitler; so con- 
stitute the borders as to guarantee against future 
aggression (some small countries will be disillu- 
sioned here) ; warm water seaports. 





Washington Sees: 


The new tax bill promises to be a test of con- 
gressional resistance, or lack thereof, to power- 
ful pressure politics. 

No revenue act runs the legislative course 
without pulling and tugging by the “interests”; 
but the lack of impressive unity on any single point, 
up to now, has made it possible to write a statute 
looking to the general welfare without too seri- 
ously offending any cohesive large bloc. 

The recommendations proposed jointly by the 
ClO, National Farmers Union, League of Women 
Shoppers, and the National Lawyers Guild—low- 
er taxes on individuals, higher taxes on corpora- 
tions, and a $25,000 salary limitation (which is 
not a revenue-raising measure)—comes with pow- 
erful backing. No “March on Washington” will 
be required; the lobbyists of these groups—sea- 
soned, skilled persuaders—already are entrenched 
on the banks of the Potomac. They never have 
hesitated to offer favor for favor, to pledge their 
potential voting strength as a quid pro quo. 

The issue, say tax experts, resolves itself into 
a question whether the law of diminishing returns 
shall be ignored and the rule of precinct politics 
instated. The White House and Treasury will 
oppose the “CIO Plan.” Best bet is that it will 
be shelved. 
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COMEBACK of the U-Boat is regarded in Washin 
ton the most serious reversal in the past year of wa 
not only because of the lives and cargoes lost bi 
because the already thin line of ship construction s 
premacy enjoyed by the Allies can stand little na 
rowing. OWI has phrased it graphically: ours 
the only member of the United Nations not “‘in t 
red” on shipbuilding. The reverse comes at a ti 
when more, not fewer, vessels are needed to servi 
the stepped-up campaigns abroad. 


HOME FRONT improvement, in the political sense, 
a source of great satisfaction to the Administratia 
Without assessing blame, it is safe to say that Welle 
departure cleared a bad atmosphere in the Stat 
Department; Byrnes’ insistence that administratot 
end public controversies has had salutary resul 
even though knuckle-rapping was resorted to; Vi 
son, Crowley and Judge Jones have added a co 
servative tone, ousted harum-scarum. 


INTERNATIONAL relations are being reduced to term 
of real estate as a result of a five-Senator world to 
followed bya report to colleagues. Vast United Stat 
expenditures to build airports overseas, which wi 
revert to ownership of the Nation whose ground w4 
used, seemed a major worry. The air-minded la 
makers sought to generate talk abroad of a worl 
wide network of commercial airports, were answert 
only with shoulder shrugging. 


FAR FROM NEGLECTED in the rush of war is the sul 
ject of post-war planning, yet almost daily some of 
cial or organization issues a pronouncement with th 
air of one blazing a new trail. A recent count showé 
137 Government and private agencies engaged in rf 
search and education in a field almost totally neglect 
ed during World War 1. They are united on of 
conclusion: jobs hold the key to smooth transitiof® 
from war to peace on the home front. 
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Federal agencies are about ready to admit that "freezing" of 
employees in essential industries won't work, but they have been unable 
to improve the system. When, as freely admitted, 1,700,000 workers will 
have to be hired in the aircraft industry to assure the continued serv- 
ices of 500,000 added hands, it's idle to talk of job freeze. 

The planned upswing in plane production can't be accomplished 
with the existing working force. A half-million must be added — not 
substituted, not replacements. 


























OCTOBER 16, 1943 


Experts of the Henry J. Kaiser variety counsel that production 
per man-hour is on the decline. Aviation chiefs say they can solve that 
one — incentive payments. That adds to pay envelopes without increasing. 
unit cost; payment is not a bonus but must be matched by added output. 

Strange as it may seem at first, organized labor's lobby isn't 
enthusiastic about the plan to give members more income. It's speed-up, 
some say; others point out such a system can_be equitably used only in 
plants where operations are standardized, where production can be 
fairly gauged. 

Management will come in for overhauling before these problems 
are disposed of here. Labor is building up a case against its employers. 
Constancy of production can_be insured, they point out, only when there 
is a constant flow of materials to be fabricated. That hasn't been true, 
especially in the eastern section, it will be established. ; 

All present indications point to doubling of social security 
payroll levies next January, as contemplated in the original statute. 
The Congressional bloc that favored postponing it has lost its staunch- 
est adherent, Sen. Arthur H. Vandenburg who now thinks argument against 
the higher levy is no longer "quite so clear — from an actuarial 
standpoint." 

But the fight will be made. One school of thought holds that 
payroll taxes above the amount mathematically necessary to provide the 
benefits is a direct tax, such as was not envisioned when the system was 
begun. 

































































Some Administration supporters are turning a receptive ear to 
suggestions for boosting payroll taxes as a revenue measure, while 
turning aside proposals for levying a general sales tax which would 
reach all persons and not only those covered by the Social Security Act. 
The argument will rest heavily on that point, give sales tax a tremen- 
dous force of backing. 

The Stettinius appointment to the second spot in the State 
Department did more to answer Curmudgeon Harold Ickes’ blasts against 
government's-use of business success than anything that has happened in 
the Capital in years. The youngish, dynamic industrialist'’s appointment 
didn't draw a ripple of criticism. Even Ickes kept quiet. 

Edward J. Stettinius, Jr., was one of the first "big business” 
leaders called to Washington by F.D.R. when the need for outside experi- 
ence became evident. He has been shifted from job to job, sometimes with 
less imposing titles but always with increasing responsibility. 

The. former steel man had the opportunity, in his new assign- 
ment, to staff his section with men strictly of the business world, 













































forgetting the diplomatic side and making his section resemble an old- 
time U. S. Chamber of Commerce setup. His first important appointment: 
Francis Sayre, career diplomatist who was in Manila when the Japs 
struck. 











Friends of the National Labor Relations Board are wondering if 
the War Labor Board isn't taking in too much territory, pushing the 
older agency off the map. That is precisely what is happening. The 
results have been salutary, but NLRB accustomed to handling "jurisdic- 

- tional disputes" will start one of its own. It will be aided by the 
Smith Investigating Committee. 

Nationalized medicine will get its nose under the tent soon 
through a plan by which Federal agencies will receive authority to 
provide sick and health programs for their employees, administered by 
the U. S. Public Health Service. The system already is being tried among 
merchant seamen. 

National health and hospitalization measures have not made head- 
way in Congress although they have been pending for several years. It 
was such a bill that broke Senator Wagner's long string of legislative 
successes. The lawmakers accepted NIRA, NLRB, Social Security, but 
balked at public payroll doctors. The physicians were the most vigorous 
foes of the bill. 

The War Production Board decentralization program will move into 
higher brackets before it levels off. Personnel and functions will be 
moved out of Washington in large chunks — eventually 10,000 employees 
may be affected. 

The Office of Price Administration is reducing staffs in lieu 
of greater decentralization, shifting added burdens to already-estab- 
lished field offices. The OPA will drop more. than 1,000 names from its 
payroll, already one of the smaller ones. 

But the spiral is swinging the other direction in the War 
Department. Dismissal notices given out in a campaign that was to cut 
the rolls by 144,000 throughout the Nation were withdrawn in wholesale 
lots. Secretary Stimson's office is somewhat alarmed, has ordered a 
canvass to determine whether manpower is being wasted in the ranks of 
the "chair-borne infantry." 

Selection of Averill Harriman to be Ambassador to Soviet Russia 
was no more an accidental choice than was his designation to be lend- 
lease expeditor at Moscow. Scion of wealth and a tremendous money-maker 
in his own right, first impression might be that Harriman might not “set 
well" with members of a communized state. 

Fact of the matter is that the Harriman interests for many 
years, before and since the rise of Stalin, have operated _in Russia in 
complete accord with the government. The new ambassador adhered to the 
basic principle that the Soviets had the right to choose their own 
methods — governmental and otherwise. Some others have failed to rec- 
ognize and accept that tenet. 

The man who should know best because he was its last adminis- 
trator, says a post-war WPA is not inevitable. Gen. Philip B. Fleming 
finds the offset in the hands of the people who should "insist that 
their public officials plan it otherwise." 

But, he counsels, those plans must be translated into action — 
action that means publicly-financed improvements using private enter- 
prise and employees whose paychecks don't carry Treasury signatures such 
as_ those of WPA workers did. 








































































































































































THE MAGAZINE OF WALL STREET 



























T 
the 
ret 
ret 
the 
Pro 
glo 
um 
wer 


hel 


goo 
con 
mat 
the 
unp 
this 
sur 
nov 
to s 
ing] 
rest 


sust 
the 

cou 
len 
are 

gre 
effe 
will 
inv 


oc 














Merchandising 


Sixth Ave. entrance to Gimbels in New York 


—-Now and 


BY 


Bue popularity of merchandising shares, reflecting 
the record business done in virtually all branches of 
retailing, is highlighting the amazing resiliency of 
retail trade and its wholly unexpected resistance to 
the manifold impacts of war on our civilian economy. 
Prognosticators who ever since the start of the vear 
gloomily predicted a progressive falling off of vol- 
ume for a variety of good and plausible reasons, 
were confounded by the manner in which business 
held up. 

Instead of declining in the wake of spreading 
goods shortages and mounting fiscal pre-emption of 
consumer income, store sales remained high as de- 
mand continued unrelaxed, often severely taxing 
the ingenuity of retailers struggling to cope with the 
unprecedented buying spree. Underlying reasons for 
this showing are of course well recognized. Con- 
sumer income, already high, is rising further, though 
now at a narrower rate, despite Government efforts 
to stabilize wages. And secondly, sales have increas- 
ingly come out of inventories, offsetting in part the 
restrictive effect of widening merchandise shertages. 

These two factors have all along been basic in 
sustaining retail sales; in importance, they stand at 
the top of the list of wartime elements shaping the 
course of retail business which were detailed at 
length in a previous article. Future shifts, therefore, 
are bound to have important repercussions; to a de- 
gree, some now appear in the making. While their 
effect over the nearer term will hardly be drastic, it 
will be increasingly felt as time goes on. From the 


investors’ standpoint, this calls for a realistic re- 
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appraisal of the merchandising group to spotlight 
existing opportunities and risks against the back- 
ground of war’s tightening grip on retail business. 
For the remainder of the year, the pattern of re- 
tail trade appears to be fairly well determined. After 
the dwindling percentages of gain which closed the 
summer, the trend now is again upward reflecting the 
start of the holiday buying season. This, of course, 
leaves out durable goods lines where supply is un- 
available. Additionally, food sales have slowed 
down in response to greater rationing and earlier in- 
creases are not sustained. But with these exceptions, 
retail sales through the end of the year promise to 
run at extremely satisfactory levels despite all handi- 
caps. Earlier fears of severe shortages so far have 
not materialized to the expected degree. 
Inventories, though markedly reduced from the 
all-time peaks of July 1942, are still fairly sizable 
and currently are estimated about 25% above the 
1935-39 average. The year end buying spurt, how- 
ever, will leave big gaps which may be difficult to 
fill next year when there may be a further slowing 
in the flow of merchandise into civilian outlets. This 
latter possibility is presently much debated. Some 
retailers view hopefully the Government’s announced 
intention of boosting output for civilian consump- 
tion, notably in “soft” lines but also in “hard” goods 
as far as compatible with war requirements; but 
many remain skeptical. They point to recent cut- 
backs of military orders for cotton goods, only to 
be countermanded a few weeks later, as proof that 
not too much stock can be taken in such windfalls. 
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Intensity of demand, too, may undergo changes 
after the turn of the year. Clearly, consumer income 
will continue high for the duration but many believe 
that belated and cumulative effects of higher taxes, 
war bond purchases and pay roll deductions must 
eventually be reckoned with, though thus far they 
were negligible. Admittedly it is a prospect difficult 
to analyze, and even denied by some who point to 
the constant income rise despite Government efforts 
to hold it down. But others are less sanguine and 
profess to see an eventual ceiling to buying power. 
Additionally, after three heavy and sustained buying 
waves since 1941, much of which represented pre- 
cautionary or scare buying, a good many consumers 

Comparative Action 
of Retail Trade Stocks 
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are believed to be sufficiently stocked with a grey 
variety of merchandise to warrant expectation 0 
less insistent purchasing henceforth. While plausibl 
this too remains to be proved. But regardless of th 
weight of these factors, the seriousness of impendiy 
shortages will primarily determine the sales tren 
during the year ahead. 

Department Stores in the past have displayed co 


siderable ingenuity in maintaining sales, and therebjfeé 


earnings. Though many items have disappearei 
from their shelves and others are scarce, this wa 
largely offset by introduction of many substitutes ani 
greater emphasis on merchandise still available 
With the disappearance of ‘“‘hard” goods, soft line 
were particularly stressed to catch the over!low of 
buying power from former accustomed channels 
Also, there has been a marked shift to higher-priced, 
better-quality goods, 
These trends will bulk larger as time goes on. Pro 
curement of soft goods is not expected to run into too 


great difficulties though supplies may become mor¢ 
irregular. On an over-all basis, the supply situation 


will doubtless tighten; it will be subject to the fluctuat! 


ing dictates of war requirements and hence perhap# 
As a corollary} 


volume is likely to decline next year but the drophy,,, 


less predictable than heretofore. 


should not be too drastic. 
Under the war-time system of “streamlined” 
merchandising, doing away with costly frills and 


been tending sharply higher. 
help maintain earnings. 
heavily but no more than before unless there are 
further increases which is a posibility. Price ceilings 
on the whole had little or no effect on gross mark- 
ups but they tend to restrict operating income despite 
existing considerable leeway enabling many stores 
to minimize their effect on earnings. 

On the whole, with sales again on the upgrade and 
margins satisfactory, Department Store income 
should hold up well for the remainder of the year. 
Beyond that, prospects point to a moderate decrease 
in volume due to dwindling inventories and probably 
widening shortages in various lines. But the effect 
on earnings should be moderate. 
Stores paying about two-thirds of their profits for 
federal taxes, they could experience a fairly severe 
decline in volume without incurring anywhere near a 
corresponding drop in income. The tax cushion, in 
this instance is most effective 

The overall outlook for Department Stores for the 
remaingler of the war and immediately afterwards 
appears favorable enough to lend the group consid: 
erable investment appeal. In appraising individual 
situations, inventories and operating ratios are im- 
portant criterions. Favorably situated from an in- 
ventory standpoint are Best & Co., Interstate Dept. 
Stores, Gimbel, Federated Department Stores, Al- 
lied Stores Corp. and Penney whose inventories, de- 
spite heavy drafts thereon in past months, are still 
considerably above normal, affording a _ valuable 
hedge against future shortages. Rising operating 
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— Net Quick 1936-39 
‘SS O t Book Value Assets Avge. Net 

npendin Per Sh. Per Sh. Per Sh. 
les trenfpilied Stores ................ 0.79 
nerican Stores ........... 24.32 12.76 0.71 

old Constable .......... 14.93 9.25 0.85 

LVE COnfMest & CO. cnnesececonsseeceeenes 38.88 19.06 3.83 
| therehsfederated Dept. Stores... 32.36 3.30 2.36 
Hirst National Stores..... 31.72 16.37 3.60 
IPPCATCHEimbel Bros. ....-..nsecceseenes 28.91 eesane 0.55 
this waggrant, =* ‘csmiaaiaaiiaiais 28.65 10.54 2.86 
Y “2 ee 22.23 7.15 1.87 
eS 28.31 6.58 1.98 
vailablelfacy, R. H. ... 36.65 19.14 2.08 
oft linedMershall Field .... ee 0.83 
row of eCrory Stores .............. 13.15 0.25 1.87 
; cLellan Stores ............ 7.68 2.80 1.11 
hannelsiMentgomery Ward ....... 45.62 34.25 3.86 
r-pricedpPenmey, S.C. crrsseeeeeeeee 33.47 25.54 6.44 
fi afeway Stores ............. 42.49 6.06 4.32 
PIONS ears ROCDUCK eases... 54.27 33.75 5.49 
IN. Proffpieget, Ime. ..rcvesesseeeeee-e 9.66 8.00 1.54 
into toqWeolworth, F. W. ......... 21.21 4.79 3.19 
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| d—Deficit. *On basis of 1942 dividends. 










Position of Leading Merchandise Stocks 


1942 1942 Price- 
Net Dividend Recent *Yield Price Range Earnings 
Per Sh. Per Sh. Price % 1943 Ratiot 
2.50 0.45 155% 3.0 16/2 - 6% 6.2 
1.54 0.75 15 5.0 152 -11% 9.7 
1.60 0.75 10 7.5 10% - 6% 10.0 
2.72 2.00 36 5.5 38 -22% 13.0 
2.79 1.50 242 6.2 254-15 8.7 
2.91 2.50 362 7.0 3912 - 3142 12.5 
| wae 83s aes 14% - 5 6.0 
2.87 2.00 36% 5.4 37-2942 12.0 
1.45 1.15 24 5.0 244 - 185 16.5 
2.13 1.60 31% 5.0 32-23% 15.0 
2.20 2.00 294 6.6 30% -19% 13.3 
1.68 1.00 16% 6.2 17 - 9% 9.7 
1.90 1.00 16% 6.0 17% - 112 8.8 
1.43 0.60 11% 5.0 WW%s- 62 8.1 
3.65 2.00 45/2 4.4 50 -33% 12.4 
6.58 5.00 99 5.0 100% -80 15.0 
4.06 3.00 432 7.0 47/4 - 35 10.7 
5.87 4.25 865 4.8 90 -59% 14.8 
d1.43 0.15 75s 2.0 8Y%4- 3 ae 
3.43 1.60 38% 4.1 42s - 3012 11.3 





tBased on 1942 earnings. 









perhaps 
yatios are particularly to be noted with Best & Co., 
fay Department Stores, Allied Stores Corp., In- 
erstate Department Stores and Kaufmann Dept. 
tores though increases have occurred with virtually 
. ll companies. 

ios have Particular merit appears to attach to decentralized 
tinue thompanies such as Best & Co. and J. C. Penney. With 
‘» Countitores widely spread in numerous mostly smaller 
ere atthowns, operating costs are lower and competition 
ceilings}. usually less severe hence they are more productive 
s mark-bhan metropolitan department stores. The latter 
despitthave to contend with vigorous price competion of 
’ Storesthe variety chains and a great many independents, 
ay heavier taxes and carry a larger interest burden 
y reason of valuable real estate holdings. Penney, 
vith a great number of stores in rural areas, addi- 
ionally stands to benefit from war-time industrial 
ecentralization which may easily linger on after 
he war. Then, too, trade increases in rural areas 
ave been noticeable ever since it became necessary 
irtmentior small town folks to buy at or close to home; 
fits forbhe new buying habits created thereby may well out- 
—SeverCHive the war. This of course applies to all rural 
near afhains of whatever type; under present merchandis- 
on, "ing conditions, it is both a near-term and longer term 
factor. 

The impact of war has become more severe on 
Mail Order houses. Throughout this year, sales fell 
it progressively reflecting dwindling supplies and 
ater virtual absence of hard goods. Montgomery 
Vard’s recent report, covering the first half year, 
vas particularly illuminating. It stated that one- 
hird of the orders for merchandise‘listed in their 
atalogue could not be filled because of tnability to 
ecure adequate deliveries. An average of 4,000 em- 
bloyees worked at the task of handling mail orders 
which could not be filled, and returning $55 million 


$55 
0 disappointed customers. As a result, operations 
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of the usually profitable mail order department 
showed a substantial loss. 

Sales of Sears Roebuck for the first seven months 
declined 4.1%, those of Montgomery Ward ad- 
vanced 2.3%. These divergent trends are attributable 
to the fact that hard goods lines of Sears normally 
account for about 60% of total sales while the easier 
to obtain soft goods lines predominate at Mont- 
gomery Ward’s. While both will be increasingly 
affected by hard goods shortages, Montgomery 
Ward under the circumstances has a temporary edge 
over Sears Roebuck while the shortages last. The 
profit trend for both is downward. Earnings of 
Montgomery Ward, for the first half year declined 
to $7.03 million from $12.04 million in the preced- 
ing year, reducing per share results to $1.21 from 
$2.17. To offset the downtrend, quality merchandise 
is increasingly stressed by both companies, and with 
the important Christmas buying season still ahead, 
the earnings decline may be somewhat cushioned. 
Besides, a goodly part will be compensated by lower 
tax liability; tax charges of Montgomery Ward for 
the first six months dropped to $4.25 million from 
$14.21 million last year. 

The near-term attraction of these two leaders re- 
mains however limited and based principally on yield 
as the dividend appears to be in no danger. Longer 
term prospects are excellent. Both companies plan 
substantial expansion of their store system after the 
war to capitalize fully on the heavy deferred de- 
mand building up in many of their formerly most 
profitable lines. Sears Roebuck should especially 
benefit by reason of its concentration, normally, on 
hard goods. 

Chicago Mail Order Co., whose business is center- 
ing heavily on soft lines, is doing relatively better 
than its two big rivals. Serving principally rural 
areas (80% of sales) is an added advantage, from 











a cost standpoint. The company plans expansion into 
the retail store field and thus has growth possibilities. 
With sales currently averaging about 10% over last 
year, earnings should hold up well. Its equity pre- 
sents a promising speculation, selling at less than 
book value. On the other hand, Spiegel Inc., selling 
a more diversified line including many hard goods, 
will more likely share the fate of the large com- 
panies, with a sharp drop in volume pointing to a 
sizable deficit this year. But long-term prospects ap- 
pear more favorable though price competition by the 
stronger houses must be reckoned with. 

Favored with the largest inventories in their his- 
tory, and with replacement merchandise fairly abun- 
dant, Variety Store chains raised their sales 10% 
during the first half year. Increases ranged from 
Kresge’s 7% to Newberry’s 24%. While the rate of 
gain recently has been narrowing, most companies so 
far were able to find replacements for restricted 
lines, often resorting to higher-priced merchandise 
which tended to boost dollar volume. This expedient, 
of course, will eventually wear out because even 
many of the new lines in time will be difficult to 
procure. Operating spreads were widest in many 
years but now tend to contract with rising costs and 
wages coming up against inflexible ceilings. 1943 
earnings as a whole should closely approach last 
year’s but next year’s may recede somewhat. Rela- 
tively, Woolworth, though leading the field, in the 
past has tended to lag in volurhe gain due to stiffer 
competition from the newer competitors. Kresge 
and Murphy, too, have been vulnerable while W. T. 
Grant, H. L. Green and J. J. Newberry have done 
relatively better. Over the longer term, they offer 
perhaps more outstanding prospects. 
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A busy time on the street floor 
of Macy's in New York City 































































Reflecting the enormous rise in consumer incom 
notably among the lower income class, Groce 
Chains did exceedingly well last year and early th 
year but since April were increasingly handicappe 
by rationing. Volume sagged, and rising costs, tax 
and ceilings had an erosive effect on earnings so tha] 
the outlook for the remainder of the year is no mo] 
than mediocre. Sales during the first half fell off 
6.8%, representing a sizable drop in physical volu 
as well since retail prices were about 16% above lag) 
year. This showing contrasts with a fairly substantig] 
volume gain by independent grocers, reflecting mov 
favorable inventory positions and a slackening | 
consumer price consciousness, which often occurs 
periods of prosperity. 

Future sales prospects are not particularly inf, | 

° ° ee : ttractl 
pressive. Margins, traditionally low, are tending if 
shrink further despite emphasis on non-ratione agg 
foodstuffs and those not subject to ceilings many @f . 

. . . . - Bumber 
which are increasingly hard to obtain. [llustratig, 
of coming shortages, with a direct bearing on foog, 
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sales, is an estimate by the War Food Adminstratio om ; 
of civilian allocations of 1943 crops for the if. . 
months period to June 30, 1944, compared wit a : 
1942. Accordingly, consumers will get 37% les a “ 
canned fruits and fruit juices, 22% less canned veg os : 

a / , 


tables and soups, 19% less butter, 36% less cheest 6%. 
43% less evaporated milk and 22% less meat. Tht”? - 
would point to further declining unit sales, and “a 
higher prices may tend to sustain dollar volume, the 
will be offset, earningswise, by rising costs, wages, et( ’ 

Thus for the entire year, income of most foof. 
chains will be moderately smaller; the decline 1 - a 
operating income should be largely offset by tax roog ¢. 
ductions. Intensification of this trend may occur durf,. — 
ing the remainder of the war, depending on rationing. 
policy. The post-war outlook appears moderatel] 
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‘ ecapiti 
favorable but uncertain, hence the long-range aspet Rive 
is less appealing than in the case of other chaing., 





Purchasing power will probably remain high fof... 
some time after the war but probably not as high #iy «. 
today, and if sales decline, it will probably be impos... 
sible to reduce labor costs rapidly enough to balan 
the effect on earnings. In the event of a general ris intly. 
in. commodity prices, it may be possible to maintaifi,” 
margins if ceilings are removed; otherwise margin, , - o 
may narrow further. Since the main limiting facto’ Bad, 
are taxes, a great deal would seem to depend on thf... 
long-range tax outlook, making for considerable umn, « 
certainty. For this reason, Grocery Chain stocks *f; ,,, 
present lack appeal, despite often good yields ang,, we 
relatively low prices, as long as the food distributiog yy, 
control lasts. ‘ly 

Drug Chains so far have not been confronted wit, .. 
as serious inventory problems as most other chain§f yea. 
though some kinds of merchandise have been if Ajje 
creasingly difficult to obtain. We all know the virtua, 
inability to purchase cameras, films, clocks and mani, the 
other durable goods normally sold in drug storeh ,,, 
However, suppliers of drug chains have been clevtf neq 
in producing merchandise from substitute materialfae.,; 
thus maintaining fairly (Please turn to page 43) pan. 2 
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BY H. F. 








REFERRED stocks with arrears have proved a very 
{tractive group for appreciation possibilities in 
942-43, for the logical reason that these stocks 
ave high “‘leverage’’ in many cases, due to the small 
umber of shares, as compared with the common 
tock. Thus the preferred stocks listed in our article 

the April 3rd issue of the Magazine, with two or 
hree exceptions, show a substantial percentage ap- 
reciation at current levels. Guantanamo Sugar pre- 
ered is up nearly 50%; Armour preferred, 38%; 
ertain-teed, 30% ; United Stores, 25%; Allegheny, 


50% ; Nickel Plate, 70% American Power & Light 
6%, Electric Power & Light, 85%, etc. These 
mins were in addition to substantial previous ad- 
ances. 

While “the cream is off,” there still seem to be 
od possibilities for appreciation in some of these 


sues. Some managements have been slow to take 

are of stockholders, preferring first to build up a 
pod cash position, retire bank loans or funded debt, 
tc, but eventually large stockholders are apt to lose 
htience and clamor for a cash distribution or a 
capitalization. 

Several readjustments have already been made in 
vent months. American Locomotive stockholders 
re receiving in exchange for the old 7% preferred, 
ith its arrears of about $43, one share of new 7% 
neferred (par $100), 134 shares of new common 
tock and $7 in cash. The new stock which is cur- 
mtly selling around 77 is cumulative from June 
oth, and yields over 9%. It has a sinking fund equal 
025% of net profits (subject to certain provision). 

Budd Mfg. Co. issued two shares of new $5 prior 
teferred for each share of the old 7% preferred 
ith $84 arrears. The new stock is selling around 
, making the equivalent price for the old stock 
02 as compared with 97 in’our previous list. 

Warner Bros. Pictures has retired its preferred 
tock (which was included in our previous list at 80) 
55, plus the arrears of $34.65 a share, or a total 
tnearly $90. 

Allegheny Corp., which shows the largest appre- 
‘ation of any issue—from 12 to 30—earned $1.40 
nthe six months ended June 30th compared to 51c 
ist year; inthe calendar year 1942 $2.21 was 
ined. The company took care of its 1944 bond 
aturity in advance, through a 4% six-year bank 
dan, and a small block of its Chesapeake & Ohio 
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PREFERRED STOCKS 
WITH ARREARS 





TRAVIS 








holdings was also sold. Chesapeake Corp., the 
intermediate holding company between Allegheny 
Corp. and Chesapeake & Ohio Railroad, has been 
liquidated. Thus, the company’s position has been 
gradually improved but eventually the company 
will have to recapitalize if the substantial ar- 
rears are to be taken care of. The present price 
would appear to discount the improved set-up. 
Chesapeake & Ohio’s earnings, which have not 
benefitted appreciably by war conditions (particu- 
larly in view of the strikes) are expected to be 
slightly lower this year, so that Allegheny’s income 
(from this principal source) seems unlikely to im- 
prove. 

Armour of Illinois plans to merge with Armour 
of Delaware and may have plans in the offing for 
clearing up the arrears (Please turn to page 45) 


PREFERRED STOCKS WITH ARREARS 


Price €Est.Cur. Div.Accu- Est.1943 
About Div. Rate mulations Earn'gs 


26 $13.00 $8.00 
73.00 25.00 
26.00 22.00 
36.00 7.00 
11.75 1.60 
28.50 5.50 
52.50 20.00 
61.50 25.00 

112.00 43.00 
34.00 5.00 
39.25 18.00 

9.00 9.00 
88.25 8.00 

145.28 6.00 
29.00 20.00 
70.00 39.00 
16.50 7.00 
80.50 7.00 
50.40 7.00 


INDUSTRIALS 


Amalg. Leather $3 cv. ...... 
American Woolen $7 
Armour (Ill.) $6 prior 
Certain-teed Products $6.. 
Consolid't Film $2 partic... 
Eastern Gas & Fuel $6 
General Cable $7 
General Steel Castings $6 86 
Guantanamo Sugar $8 
Lehigh Valley Coal $3 
Minneapolis-Moline $6.50.. 
National Supply $2 cv. ...... 
Penn Dixie Cement $5 
Pittsburgh Coal $6 
Pittsburgh Steel $5 

St. Regis Paper 

United Stores $6 
Virg.-Carolina Chem. $6.... 
Ward Baking $7 


95 


*Paid $6.00 December, 1942. 


RAILROADS 
Allegheny Corp. $5.50 
Bangor & Aroostook $5.... 
N. Y., Chic. & St. L. $6 
Pere Marquette $5 


UTILITIES 

Amer. & For. Pwr. $6 Ist.. 
Amer. Pwr. & Light $6 
Cities Service $6 
Commonw'ith & South'n $6 67 
Elec. Pwr. & Light $6 74 
Stand. Gas & Elec. $6 

United Gas Corp. .............. 120 


68 











CITIES PLAN FOR POST-WAR 


BY GEORGE 


Post-war planning by industry is by now a familiar 
subject, widely discussed from every angle and right- 
fully accorded an important place in current private 
and public thinking. Less conspicuous but perhaps 
equally important is another kind of blueprinting for 
the future. It is community planning for peace. Such 
planning today is going on all over the country, in 
big and small towns, encouraged by Government and 
local business mindful of the need for full employ- 
ment and profitable business after the war. 

That businessmen must do the major spadework 
now to meet these basic economic needs later is ap- 
parent to all. It is private business on which will fall 
the task of assuring jobs for our fighting men and 
war workers when peace comes. It must be ready to 
provide productive jobs, not ‘‘made”’ work, immedi- 
ately after the war is won. Realizing this, commu- 
nity planners have set to work to formulate pro- 
grams. 

Smaller towns particularly have come to appreci- 
ate the need for planning ahead. They are conduct- 
ing broad surveys to ferret out every existing possi- 
bility for post-war employment. In this fact hunt to 
compile a summary of community opportunities, 
nothing is ignored. It takes in a wide territory, 
from the corner grocer to heavy industries. They 
are all canvassed for their post-war potentials in the 
field of émployment, building, repair, modernization 
and conversion. What’s more, they are urged to 
build reserves of ideas as well as money for the post- 
war period. In cities with greatly swollen war-time 
populations, painstaking efforts are being made to 
size up the problems which the community will face 
at the end of the war, and definite measures are 
mapped out to prepare for them. 

Civic planning along these lines has already made 
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L. MERTON 


appreciable progress. It has the active support @ 
our Department of Commerce and other authoritie 
Chambers of Commerce and other business organiz: 
tions are urged to catalog and analyze existing plan 
facilities, available skilled labor and raw material 
for campaigns to attract new industries, search fo 
new products and new manufacturing methods, an 
to find ways and means of expanding local tradin 
areas. In doing so, a multitude of small but impor 
tant local factors have to be considered and they arj 
all tackled systematically. Quietly and unobtrusive 
ly, without disturbing the war effort, a tremendoug?@2™ 
amount of valuable preparatory work is being dong’,"S ° 
along such lines. of bac 

But often, for a variety of reasons, the sum of pr dirty 
vate employment opportunities uncovered by thes 
surveys falls below prespective needs, or else canno 
be realized immediately after the war. If such i 
the case, communities are urged to be prepared wit 
a sound program for public works projects so tha 
by the time Federal or state funds are available 
there will be no ill-advised projects for lack of bette 
ideas. No more unnecessary marble post offices 
county palaces and superfluous school buildings, | 
the watchword. ' 

Public works, of course, bulk large in post-wa 
plans of big cities where efficient coordination of pr 
vate efforts is far more difficult than in smaller, mor 
self-contained communities. Witness the grandios 
if as yet vague program of the City of New York 
envisaging outlays of up to $1 billion, if necessary, tf 
assure adequate emplcyment during the transition 
period after the war. Just how such expenditure 
are to be financed has not been made clear and prt 
sumably, reliance on Federal contributions would 
a paramount feature since no city treasury, not eve 
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New York’s, could possibly assume such a burden. 

The city of Portland, Oregon, has just appointed 
Robert Moses, erstwhile New York Park Commis- 
joner, as post-war planner. A typical war boom 
town, its population since Pearl Harbor has in- 
creased 50%, posing a difficult post-war problem. 
Mr. Moses’ task will be to frame a comprehensive 
plan to cope with this problem and “bring modern 
living into tune with modern technological ad- 
vances.” Presumably, it is a job cut to Mr. Moses’ 
order; his fame as town planner is nationwide. The 
um of $100,000 has been granted merely for map- 
ping an over-all plan for rebuilding and modernizing 
the city. The avowed purpose is to make Portland, 
Ore., a model of a post-war community. 

Similar projects are planned by a good many 
fother towns and cities. Most of the larger ones 
fhave quite ambitious ideas and their relation to fu- 
ture air transport, especially, is often made a central 
point of departure. Much of New York’s and Chi- 
ago’s planning are along such lines, with Chicago 


















Reports from 117 cities with a combined population 
of nearly 27 million persons indicate that a total of 
110,909 acres in older city sections are ripe for such 
rehabilitation. A bill is now before Congress, intro- 
duced by Senator Wagner of New York and de- 
signed to insure adequate Federal aid for town re- 
building under private sponsorship. Altogether, 
definitely planned construction, ready to be under- 
taken as soon as war bans are lifted, is estimated to 
run into several billion dollars. 

Most planning of this type is of course predicated 
on the assumption of sizable Federal and/or state 
contribution of funds to sustain it. Few municipali- 
ties could carry such burdens alone, but in a number 
of cases, private enterprise, such as banks and insur- 
ance companies, are ready to undertake the needed 
financing. Generally, however, it is distinct from 
the community planning of smaller cities where Fed- 
erally supported public works projects, far more re- 
stricted in scope, play a much smaller part. Here 
post-war planning is largely a matter of self-help 
and tackled with that idea in mind; it is based pri- 


; e¢ndeavoring to transform itself into the hub of do- 

mestic airline trafic while New York seeks to be- 
come the principal East Coast terminal of transat- 
antic air lines. ‘Then, too, great new industrial 
structures that have sprung up to meet war needs 
may vitally change the pattern of post-war industrial 
growth for many communities. “These now are mak- 
ing an active study of the proper relation of indus- 








































marily on hard facts and existing necessities. It calls 
for no outside support but does require aggressive 
local leadership and active support of all business- 
men. Trade associations play a major role in the 
interchange and development of ideas; every local 
Chamber of Commerce is conscious of its responsi- 
bility to help. To such towns, mostly middle-sized 


port 0 
horities 


“ganizag § ! ; : 

= plan trial areas to the general city plan and to the future or smaller, the Department of Commerce is furnish- 
ateriaf’Velopment of their respective metropolitan areas. ing practical instructions and suggestions to help 
rch foflt this field, too, much progress has already been them organize their own efforts. Many have already 


done so successfully. 

These suggestions proceed from the theory that 
all business is interdependent. Hence they stress 
the need for realistic surveying and planning of all 
existing opportunities, for cooperation of all busi- 
nessmen, in every field, and for individual planning 
as well. War has brought startling changes in many 
lines. This, it is pointed out, should open a host of 
opportunities. (Please turn to page 44) 


ds, ang™de, but much remains to be done. According to 
trading’ ecent survey, studies along these lines are being 
impor onducted by no less than 587% of all reporting com- 
hey argtunities which ran into the hundreds. _ 

trusivy , um clearance has an important part in post-war 
nendowPanning but frequently poses the biggest problem. 
This especially when it is a question of rejuvenation 
of badly decayed older sections which often form a 
‘dirty collar” around many central business districts. 
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BY PIERRE 


In attempting an appraisal of the post-war outlook 
for the rail industry it would appear both necessary 
and desirable to emphasize certain fundamental fac- 
tors so essential to a proper appraisal of one of our 
major U. S. industries. At the outset let us empha- 
size that what we are going to say relative to the 
industry does not apply with equal effectiveness to 
all rails. 

Certain sections of the U. S. have already sut- 
fered—and will probably continue to suffer—loss of 
their relative industrial position vis-a-vis the rest of 
the country, and consequently other sections have 
benefited—and will continue to benefit—from this 
shift. New England is illustrative of a section whose 
economic position is deteriorating. The Southwest 
and Pacific Coast areas are sections where better 
than average growth seem assured. Discrimination 
is therefore essential for the investor even in such 
an apparently homogeneous industry as the rails. 
However, prior to making definite investment recom- 
mendations we shall undertake a broad review ox the 
industry. 

Among the fundamental factors of the rail indus- 
try necessary to emphasize at this writing are the 
relationship as between the adverse factors respon- 
sible for the credit crisis in the ’30’s and the favor- 
able factors which may tend to offset the adverse fac- 
tors in the post-war era. Additionally one should 
attempt an appraisal of the post-war outlook as such, 
and how the rails will fare under conditions as vro- 
jected. 

Space does not permit too detailed a discussion of 
the adverse factors. Yet at the outset it shouid be 
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emphasized that the rails no longer enjoy a2 monop- 
oly transportation position and that they inherited 
an intolerable debt burden from a former monopoly 
era. This debt is in process of undergoing correction 
ranging from extremely drastic in the case of the re- 
organization roads to what may best be described as 
moderate in the case of certain so-called marginal 
roads. 

Of course the rails do suffer from some measure 
of cost rigidity since, in an average pre-war year, 
wages and taxes combined absorbing some 55% of 
gross. In fact both wages and taxes have consist- 
ently risen over the past two decades. It has been 
the technical competence of management alone which 
has offset these rising wage scales, as is evidenced by 
the relatively constant ratio of wages to gross—46 to 
48% of gross in pre-war days—and the increased 
efficiency of labor as indicated by an increase (1929 
to 1942) of 93.1% in ton miles per employee (con- 
versely in the same period ton miles per $1.00 otf 
wages increased 40.9%). 

Combined local and Federal taxes absorbed slight- 
ly less than 10% of gross in pre-war days and in 
1942 Federal taxes alone absorbed some 10%, com- 
bined taxes reaching almost 15% of gross. How: 
ever, following the last war, corporate taxes were 
sharply reduced immediately following the termina- 
tion of that conflict and there is no reason to assume 
that our previous experience will not be duplicated 
to some extent when this war reaches its end. Ac 
cordingly we think it probable that taxes will be re- 
duced to a point where in the post-war era they will 
absorb approximately 10% of gross (a little more 
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rather than a little less). 

Another adverse factor is the threatened con- 
tinued loss of railroad traffic to competitive transpor- 
tation media. Students and investors alike are fa- 
miliar with the loss of much traffic to such media in 
the’20’s and ’30’s. Admittedly the rails will continue 
to lose additional traffic to trucks, pipe lines, coast- 
wise shipping and airplanes, to an increasing degree 
at the hands of the latter. Yet what is not generally 
realized even by many students of the rail industry, 





let alone investors, is that when the fortunes of the 
rails were at their lowest ebb (in the late ’30’s) there 
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tion by which is meant the stabilization of railroad 
trafic vis-a-vis other trafic media. Studies of Mr. 
Hale of the Equitable Life Assurance Society con- 
frm this fact as do the statistics of the I.C.C. As 
measured by ton miles, these authorities estimate— 
ICC figure first—that railroad traffic had stabilized 
at about 62 to 65% of the total carried in the US. 

It is the existence of this fundamental change 
coinciding with relative stabilization of rates (traffic 
stabilization relieves the rate structure of the pres- 
sure of such erosion as occurred in the ’30’s when 
rates declined some 20% during that decade) which 
more than any one single factor lends encouragement 
to the belief that the constructive factors will far 
outweigh the adverse factors in the post-war era. 

Yet before concentrating our efforts at attempting 
an appraisal of the post-war outlook for the industry 
we would emphasize the improved operating effici- 
ency of the industry brought about in part by expe- 
riences learned in the bitter crucible of war. In 
1942, as compared with 1929: (1) ton miles per em- 
ployee were 520,000 as against 269,333, an increase 
of 93.1% ; (2) ton miles per $1.00 of wages reached 
217.6 as against 154.4, an increase of 40.9%; (3) 
ton miles per freight car reached 368,135 as com- 
pared with 191,490, an increase of 92.2%: (4) 2 
797 million tons of freight were transported as 
against 2451 million, an increase of 14.1%; (5) 
Average train load was 1030 tons, as compared with 
804 tons, an increase of 28.1%. 

These gains were accomplished v-ith 31.3% fewer 
locomotives, 23.9% fewer cars, and 23.5% fewer 
employees. 

Additionally we would emphasize the relative cost 
advantages of the railroads over other transporta- 
tion media. From data obtained in the Railway Age 
we find that average rates obtained by all Class I 
roads in 1942 were 9.32 mills; of trucks 40 mills; 
and of inland waterways 6 mills. The Railway Age 
further adds that were the railroads the beneficiaries 
of Federal aid to the extent of inland waterways, 
they too could reduce rates to 6 mills. No compar- 
able rates were furnished for either coastwise ship- 
ping or airplanes. For the latter Mr. Patterson, 
President of United Air Lines, has estimated ton mile 
costs (not rates) at 40 cents (not to be confused 
with mills). Obviously the rail industry will not lose 
traffic 1 in the post-war era comparable to that lost in 
the ’30’s, at least on rates alone. 

A still further point to be emphasized is the prog- 
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ress already accomplished in the matter of debt re- 
duction. Admittedly it is true that in the decade 
following World War I, debt of all Class I roads 
increased approximately $1.1 billions. In marked 
contrast funded debt was reduced 20% in the period 
1930-1942 (including retirement of $400 million 
of debt in the latter year). A further reduction of 
some $750 million is expected in 1943. Should such 
expectations be realized reduction in charges effected 
since 1930 would then total 25%. Were it assumed 
that all reorganizations now pending were finally 
consummated, total reduction of fixed charges would 


TABLE |! 


Operating Record of All Class | Railroads 


1929 1939 1941 1942 1943 (Est) 

Operating revenues (mill.)........ 6279 3995 5346 7466 9000 
Net operating income (mill.)..... 1251 588 998 1480 1400 
Fixed charges (actual mill.).... 714 629 620 628 600 
Coverage (times)  ..............--: 1.75 0.93 1.60 2.35 2.33 
Fixed charges (adjusted) (a).. 450 450 450 450 450 
Coverage (times)  ...........0::0-+- 2.78 1.30 2.21 3.28 3.11 
Tax accruals (mill.).................. 396 355 547 1202 1900 
Operating ratio, per cent........ 71.7 73.0 68.5 61.6 62.0 
Return on investment, per cent 4.84 2.25 3.75 5.56 5.50 
Cash items, less cash accruals 

QM  eedetosseccesxctescoctssrsescaiscacd 481.2 474.5 806 1,190 1,800 





(a) Adjusted to reduction of charges of $25 million in 1942, $50 million 
estimated in 1943, and reduction of charges of from 60% to 100% in 20 
reorganizations still pending. 


have amounted to approximately 40% since 1930. 
This is best illustrated in Table I, where in addition 
to statistics relative to fixed charges, other salient 
data of the Class I railroad is furnished. 

It must be admitted that gross income of the rails 
will suffer a marked post-war contraction, since not 
only will the total amount of freight to be trans- 
ported decline, but the re-entry of other competitive 
media into the transportation field—competition 
withheld because of the war—will in all probability 
again reduce the total amount of freight carried by 
the rails to around 55 Jo of the total freight carried. 
(This percentagewise is the stabilized level previ- 
ously referred to.) Asa matter of fact, the adverse 
effect of the withdrawal of the war load will be far 


TABLE Il 


Financial Status of Class I Railroads 
000's omitted 











4/30/43 12/31/41 12/31/38 12/31/29 
Cash “ $1,029,649 $769,390 $449,845 $515,375 
Temp. case tev. ................,. 1,159,891 135,210 39,567 162.579 
Special depos. 156,729 205,473 64,645 80,032 
Current assets 3,646,404 1,914,526 1,120,967 1,717,953 
U. S. tax liab.... $1,145,021 —_ 868 ) 
Other tax liab : 108.2315 %'93-556 $276,955 
Current liab. 2,112,274 1, 097, 994 942,967* 1,310,543* 
Net current assefs.......... $1,534,130 $816,532 $178,000* $407,000* 


*Approximate, adjusted to reflect changes in 1.C.C. Accounting Regu- 
lations. 


greater on the rails than for any of its major com- 
petitors, none of whom have benefited correspond- 
ingly. 

Unless most authorities are badly mistaken, there 
should be, following the war, a relatively brief read- 
justment period during which the FRB index should 
not fall below 125 and subsequently thereto a pro- 
tracted period during which our industrial machine 
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would operate at levels measured by 150 to 175 in 
the FRB index. This high level of economic activity 
is likely to continue until such time as arrearages in 
durable goods, such as autos, refrigerators, stoves, 
new housing, etc., are finally made up. None will deny 
the existence of this accumulated demand. The only 





TABLE Ill 
Recommended Rail Bonds 
Current Interest Payments 
DEFAULTED ISSUES—OLD BONDS Price 1942 1941 
Chi., Mil. & St. P. Gen. 42s, 1989 ''C'' 70 OE 
Chic. & Northwestern Gen. 5/87.............. 60 30.10 28.80 
Kans. City, Ft. Scott & Mem., Ref 4s, 1936 88 129.00 39.06 
Missouri Pacific Ist & Ref. 5s, 80............ 57 50.00 25.00 
St. Louis & San Fran. Consol. 4'/2s, 1978.. 33 39.84 12.41 
WHEN ISSUED SFCURITIES 
GOOD GRADE 
Current Current 
Price Yield 
Chi. & Northwestern Ist 4s, 89 94 4.25% 
Minn., St. P. & S. Ste. Marie Ist Inc. ''A'’ 4¥2s, 71.. 81 5.55 
Western Pacific Income A, 41/25, 2014...........cccssecseeeeeees 86 5.23 
Denver & Rio Grande Ist 3 - 4s, 1993...........c.:cccceeeeree 78 3.84* 


* On basis 3% fixed. 

N.B. 9 points arrears will me paid on Soo Ists upon delivery of new 
securities expected around the year-end, and 41/2 points April 
1, 1944; 222 points will be paid on West Pacific Income at 
time of delivery of new securities expected around May 1, 1944. 


MEDIUM GRADE 





Current Current 

Price Yield 
Chi. & Northwestern Income 412s, 1999..................0008 50 9.00% 
Minn., St. P., S. Ste. Marie Inc. A, 4s, 1991. 46 8.69 
Denver & Rio Grande Income 41/25, 2018...................00 45 10.00 


N.B. 412 points will be paid on Northwestern Incomes April 1, 1944; 
8 points will be paid on Soo Incomes on delivery of new securities 
and 4 points on April 1, 1944; 9 points will be paid on Denver 
Incomes upon delivery new securities expected early in 1945. 


SPECULATIVE EQUITIES 


Current Estimated Approx. 
Price Dividend Yield 





Chi. & Northwestern Pd. ..............::ccccee 42 5 11.90 
Western Pacific Pfd. 48 5 10.41 
Soo Common 8Y2 1 11.76 








N.B. Accured dividends of $14.60 per share to be paid on North- 
western Pfd. as of delivery of new securities; $16.34 per share 
to be paid on Wes. Pac. Pfd. as of delivery of new securities: 
o $1 dividend is expected on Soo Com. on which issue earn- 
inas of over $5 per share should be reported this year. 


BORDERLINE RAILS IN PROCESS OF IMPROVING 


THEIR CREDIT 
Price Cur. Yield 





So. Pacific Oregon Lines Ist 41/25, 1977...........ccccccccesees 64 7.03% 
So. Railway Dev. & Gen. 4s, 1956 76 5.26 
N. Y., Chicago & St. Louis Ref. 42s, 1978.................. 80 5.62 
Delaware & Hudson Ist & Ref. 4s, 1943................0000 78 5.12 


MARGINAL ROADS 


Whose Senior Liens Are Not Likely to Be Disturbed Even 
in Event of Reorganization 




















Miss., Kansas & Texas Ist 4s, 1990.............cccccccssssssseseee 50 8.00% 
Baltimore & Ohio Ist 4s, 1948 68 5.88 
Atlantic Coast Line Consol. 4s, 1952............cccccccccceeeese 88 4.54 
Morris & Essex Ist & Ref. 3'/2s, 2000 46 7.60 
ill. Central, St. Louis Div. & Term. 3s, 1951 59 5.08 
N. Y. Central & H. R. Ist 32s, 1997. 83 4.21 
TABLE IV 
Recommended Rail Equities 
a Dividends Yield on 
“Year Current 1942 Div. 
HIGH GRADE Est. 1943 Avge. 1942 Price (%) 
Chesapeake & Ohio ‘ $4.46 3.50 47 E 
Norfolk & Western...... : ‘ 19.19 4 181 82 
Union PaCihe  ....crccccccccecccsees a 12.75 6.00 98 6.12 
SEMI-SPECULATIVE . 
ce TE e 10.33 6.00 60 y 
Louisville & Nash. ite : 11.93 7.00 70 10:00 
Pennsylvania ....................00.. 6. 4.40 2.50 27 9.25 
Great Northern Pfd. .......... 9.50 6.48 2.00 27 7.40 
SPECULATIVE 
= a ay ae Senaktoeceecconss R SS ii ee 
outhern Pacific ...... R 8.98 Te 
Southern Railway 3 10.52 pio 3 — 








question is whether consumer purchasing power is 
adequate to absorb potential manufacturing capacity, 
once reconversion from war manufacturing is effect. 
ed. In this connection the September issue of the 
Survey of Current Business estimates that total con. 
sumer savings in 1943 alone will total $36 billion. 
This compares with savings of $26.9 billion in 1942, 
$13.6 billion in 1941 and only $7.5 billion in 1941. 
Four years cumulative savings reach the astounding 
total of $84 billion. Bulk of these savings will be 
held by consumers having incomes of less than $10, 
000. In other words most of these savings will be 
held by the spending classes. 

Thus it would seem probable that business volume 
will remain high for a number of years to come. If 
such is the case, national income should remain high. 
This is a hopeful augury for the rails since in recent} | 
years railway traffic has tended to parallel National} 4t t 
Income rather closely. seek 

A correlation for a longer period with railroad shai 
gross compared to national income is of interest since } of I 
additional data of importance is furnished. Study} kno 
indicates that in 1941 the FRB index averaged 155} Yo! 
for the full year. Railroad gross revenue reached } lea 
$5.3 billion. Since we have indicated the probability | rat! 
of an average of 150 for the FRB index in post-war } Ear 
years it is reasonable to forecast a contraction in rail-} be 1 
road gross from some $9 billion currently to $5 bil- } abo 
lion post-war. This figure, if anything, is apt to err | beg 
on the low side. Assuming its correctness, however, } dV 
it should be possible for the industry to carry down | 4PP 
approximately 20% or $1 billion of this sum for} Squ 
fixed charges, before Federal income taxes, of course. } tain 
After deducting fixed charges of $350 million and} whi 
approximately $100 million for other fixed interest, | yiel 
there would be approximately $550 million available | Pre 
for contingent interest, taxes, capital funds, sinking | 8°° 
fund and equities. to t 

Should both gross and net contract to an even 
greater degree than that outlined this decline will be 
cushioned by the carry back tax provisions and the I 
sizeable cash resources built up in the past 5 years. aw 

An additional factor which may maintain traffic at } Sell 
relatively high levels for several years is the need to J 3!/ 
distribute supplies to our armed forces all over the } Pan 
world. These forces, in marked contrast to World | for 
War I, are not likely to be demobilized immediately | Yie 
and returned home. A substantial portion of these | for 
troops, distributed all over the world, will be re- | tm 
tained in key centers on other Continents, merely to | 8'° 
enforce the peace. ; die 

To this point we are agreed that post-war business } @ut 
levels will remain relatively high for a number of | 24 
years and that railroad traffic will contract sharply, | ‘lie 
but not to levels of the ’30’s but rather to levels ap- } ta” 
proximately those of 1941. However, all roads are | Ws 
not likely to share alike in the post-war era. We |! ! 
have already suggested that certain sections in the J ©n 
U. S. are retrogressing whereas other sections are | the 
experiencing unparalleled growth. Excluding specu- | lf 
lative possibilities arising from mergers—which lat- | Pre 
ter seem relatively remote in view of the lukewarm | tha 
attitude of the ICC on (Please turn to page 46) | Pr 
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Comment on 


It is reported, though without official confirmation 
at this writing, that E. R. Squibb & Sons will soon 
seek additional capital by issuing around 45,000 
shares of additional common stock and 43,000 shares 
of preferred. The company is a very old and well- 
known one, but a relative newcomer to the New 
York Stock Exchange. The company is one of the 
leading makers of “‘ethical” drugs, also toilet prepa- 
rations; and holds a strong position in research. 
Earnings, judged by latest interim report, appear to 
be running at a rate modestly above $4 a share or 
about double dividend rate of $2 a share. The stock 
began its career on the “Big Board” around 50, later 
advanced to a high of 70 and is currently down to 
approximately 64. The writer has nothing against 
Squibb. He likes the company—but the stock cer- 
tainly does not look like a bargain at 64, a price 
which is some 16 times earnings and at which the 
yield is only 3.1 per cent. When one pays a good 
premium for a “growth” stock, our idea is that the 
growth ought to be faster than we think it is likely 
to be for Squibb. 


* * * 


L. S. Starrett has been upholding its reputation as 
a war stock with good peace prospects. It currently 
sells at about 2934, compared with the year’s high of 
3114, and for the fiscal year ended June 30 the com- 
pany reported net of $9.46 per share against $6.98 
for the preceding period, an excellent showing. 
Yielding better than 7%, the stock looks attractive 
for income and longer term appreciation. Peace- 
time potentials include expectation of further basic 
growth of the company’s markets. It manufactures 
a wide range of fine precision instruments and the 
automobile, aviation, woodworking, metal working 
and building industries are its principal peacetime 
clients. Additionally, the export potential—impor- 
tant before the war when the company’s distribution 
was world-wide—should become very considerable, 
in fact may easily exceed pre-war prpportions. The 
company has been paying dividends since 1912 with 
the sole exception of the 1932/33 depression years. 
If post-war earnings are not likely to run around 
present excellent war-time levels, this factor is more 
than discounted by current quotations, making the 
price-earnings ratio little more than 3 to 1. On that 
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Stocks in the News 


BY FRANK R. WALTERS 


basis, the stock undeniably has speculative merit; the 
excellent market resistance it has been displaying of 
late proves the point. 


* * * 


As a result of forced delay in conversion to war 
production, earnings of Royal Typewriter for the 
fiscal year ended July 31st dropped sharply to 23c 
per share from last year’s $8.23. This decline is 
far more severe than generally expected but with 
conversion now complete, recovery during the cur- 
rent fiscal year will be substantial. The company is 
now fully engaged in war production, manufacturing 
parts for airplane engines, propellers, machine guns 
and bullets. Its backlog of Government orders is 
estimated between $15 million and $18 million. 
While margins on this business are much smaller than 
on normal output, the large volume handled should 
permit a good level of operating income. A some- 
what better spread is realized on what limited type- 
writer production is permitted under current restric- 
tions. The latter, it is understood, will be relaxed 
somewhat in the near future but increased output 
will go largely to the Armed Forces. Meanwhile 
dividends are believed to continue at the reduced rate 
of 50c quarterly, despite sharply lower earnings. 
Financially, the company can well afford this. Cash 
position is strong and surplus at the end of ‘he fiscal 
year stood at $9.15 million. Conversion to war 
work was financed without recourse to borrowing of 
any kind. 

Directors, seeking to widen distribution of the 
company’s shares, are considering listing them on the 
New York Stock Exchange. They are now listed on 
the N. Y. Curb Exchange. Also proposed is an in- 
crease in common stock capitalization involving a 
3/1 split, and shareholders will vote October 16 to 
increase authorized common stock from 269,704 to 
1,078,816 shares, at the same time changing the pres- 
ent no par stock to $1 par to minimize transfer taxes. 

At current price of about 6334, the stock is be- 
lieved to have fairly well discounted lower war-time 
earnings. Longer term growth prospects are consid- 
ered good. The company plans returning to the 
manufacture of typewriters within 90 days after the 
end of the war. Deferred demand notably in the 
field of portable type- (Please turn to page 46) 
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Commonwealth Edison 


In a drab market Common- 
‘wealth Edison recently has been 
holding quite close to year’s high 
of 27. Yield on the $1.40 divi- 
dend is a bit over 5 per cent., which 
is not bad for an equity of such 
solid quality. The highest yield 
at which it could have been bought 
at any time this year was a little 
under 6 per cent. The company 
has made excellent progréss over 
the past decade in expanding vol- 
ume and net income, improving 
its operating efficiency and corpo- 
rate set-up, and increasing the 
proportion of equity capitaliza- 
tion. Earnings per share of com- 
mon have been restricted by rising 
taxes and increased amount of 
shares outstanding. However, 
out of an original issue of $130,- 
000,000 in convertible debentures 
only some $26,000,000 are now 
outstanding; and future conver- 
sion of these would of itself re- 
duce share earnings only by about 
7 cents per share. More impor- 
tant is the question of taxes. Had 
the proposed 50 per cent com- 
bined normal and surtax rate for 
corporations been in effect last 
year, net would have been some- 
where around $1.46 a share, 
against $1.74 actually reported. 
However, a higher tax rate applic- 
able to 1944 income should be 
partly, and perhaps wholly, offset 
by higher gross. It is possible 
that the increase in the normal- 
surtax rate will be 5 percentage 
points—or 12% per cent—in- 
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stead of the 10 points the Treas- 
ury asks. That would make a 
material difference to Common- 
wealth Edison and other utilities. 
For the present, the dividend is 
not in question. 


Farm Prosperity 


The Bureau of Agricultural 
Economics (Dept. of Agricul- 
ture) has a good record in eco- 
nomic forecasting. It believes 
that total demand for farm prod- 





Not for 


camera fans is this million-volt General Electric X-ray unit which 


ucts will hold at a high and pros. 
perous level for four or five years 
after the defeat of Germany. This 
view is based partly on expecta- 
tion of large export markets but 
mainly on prospective high domes- 
tic purchasing power. This col- 
umn is not inclined to dispute it. 
When a really good market reac- 
tion comes along, as it no doubt 
will in due time, some good buy- 
ing opportunities should be found 
among the farm equipments, mail 
order stocks and fertilizer shares. 


Dividends 


The near-term dividend outlook 
is moderately brighter, due partly 
to better-than-expected earnings, 
less fear of the effects of contract 
renegotiation, etc., A list of likely 
candidates for year-end extras, or 
supplemental payments, is pre- 
sented in the special article on 
page 14. In September, initial 
dividends declared numbered 14, 
against 7 a year ago; extras num- 
bered 59, against 31 a year ago; 
and payments against arrears on 
preference issues numbered 85, 
against 78 a year ago. In the first 
nine months of the year favorable 
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is here shown “taking a portrait" of a tank weld in the 
Ford River Rouge plant 
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dividend actions (initial dividends, 
increases, extras, resumptions and 
payments on arrears) totalled 
1,378 compared with 1,292 in the 
first nine months of 1942. This 
gain is modest ; but in “holding the 
line’ on dividends the showing 
was decisively improved. ‘There 
were only 85 unfavorable changes 
(omissions or reductions) in the 
nine months, against 317 in the 
comparable period of 1942. The 
figures are not all-inclusive but are 
representative for listed compa- 
nies. 


Waiting Period 


Professional analysts are in dis- 
agreement as to how vulnerable 
the market may be to reaction but 
more and more of them, including 
some who were bullish as late as 
two weeks ago, have veered to the 
belief that rise in the averages 
above the July highs is improba- 
ble for some time to come. Of 
course, they could be wrong. It 
would take only a good market to 
change their minds—just as the 
market’s recent pronounced slug- 
gishness altered their thinking in 
the other direction. This is not 
said in disparagement. Most pro- 
fessionals have “‘trading’’ minds. 
They talk “fundamentals” to fill 
space in market letters, but they 
mainly think with the market from 
day to day. For short-term trad- 
ers there is no sensible alternative 
except to try to keep in step with 
the market’s own action, and to be 
willing to change course promptly. 

One thing beyond argument 
now is that the interlude since July 
is not just a technical shake-out in 
a bull market but represents a 
more significant change in invest- 
ment and speculative psychology. 
People now seem undecided, and 
their uncertainty relates mainly to 
the end of the war and its effect— 
as well as that of anticipated re- 
conversion and transition—upon 
the market. Waiting periods of 
this kind, without major net 
change in the averages, sometimes 
stretch over uncomfortably long 
periods. Whether the fluctuation 
of the averages within them is 
narrow—as it was from late Sep- 
tember, 1939, to May, 1940—or 
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backward stocks: 





The Backward Issues Are Getting More Numerous 
In This “Market of Stocks” 


The Dow industrial average at this writing is approximately ? 
points under its high for the year but 17 points above the 1943 
low; while the rail average is about 4 points under its high but 
7 points above its low. However, it is a “market of stocks”. Quite 
a few issues are making new lows for the year and still more are 
uncomfortably close to it. Here is a representative list of such 


American Export Lines, American Smelting, Anaconda, Atlantic 
Coast Line, Aviation Corporation, Bell Aircraft, Bendix, Bethle- 
hem Steel, Boeing, Bullard, Budd Wheel, Campbell, Wyant; Clark 
Equipment, Climax-Molybdenum, Colorado Fuel & Iron, Consoli- 
dated-Vultee, Curtiss-Wright, Inspiration Copper, Great Western 
Sugar, International Nickel, Lorillard, Magma Copper, Mathieson 
Alkali, Monsanto Chemical, National Acme, National Oil Prod- 
ucts, New York Shipbuilding, Phelps Dodge, Crucible Steel, Dow 
Chemical, Union Carbide, Sperry, United States Tobacco. 











fairly broad—as during much of 
1934, and from summer of 1938 
to early spring of 1939—they are 
nevertheless periods of investor 
‘Gndetermination.”” Only the fu- 
ture can tell when and how this 
one will end. 


Industry's Cash 


The Federal Reserve Board has 
just put out some information that 
we have long wanted. Out of 
about $56,000,000,000 in check- 
ing accounts in the banks—exclud- 
ing time or savings accounts— 
about 70 per cent or $39,000,- 
000,000 belongs to business con- 
cerns. This supports the conclu- 
sion advanced in a special article 
in our issue of October 2 that cor- 
porations, on the whole, are in the 
strongest financial position in their 
history. Nor is cash in the bank 
the only measure of it. Corpora- 
tions also have time accounts and, 
more important, large holdings of 
Government bonds. Too bad we 
haven't got cumulative total fig- 
ures on this. Individuals, as of 
July 31, had approximately $14,- 
000,000,000 in checking accounts. 
What they have in vaults or un- 
der mattresses is anybody’s guess, 
but the figure on currency circula- 
tion continues to soar. Checking 
deposits of non-profit associations 
and of foreign businesses and in- 
dividuals are, unfortunately, 
lumped together at about $3,000,- 
000,000. Currency hoards of for- 


eign individuals no doubt greatly 
exceed their bank deposits. The 
stock market’s current sluggish- 
ness certainly is not due to any 
lack of investible funds. If the 
holders of cash ever decided to use 
it with a confidence equal to that 
of the middle-’20’s, some startling 
developments would occur in busi- 
commodities 


ness activity, and 
stock prices! 
Transformation 

The physical transformation 


which various companies have ex- 
perienced through the enormous 
demands of war is phenomenal. 
For instance, the management of 
Bendix Aviation states that sales 
for the first nine months of this 
year were 28.4 times as great as in 
1938. As compared with the 
present swollen total, post-war 
sales will inevitably have a big 
decline sooner or later. But for 
many companies that have fol- 
lowed an aggressive product-de- 
velopment program, the ‘‘normal”’ 
post-war volume will never again 
return to the pre-war average. 
For some it probably will be two 
to three times pre-war experience 
—which promises good earnings 
when the EPT tax is removed. 
Meanwhile, corporations are not 
only planning internal diversifi- 
cation more intensely than ever 
before but combing the highways 
and byways for worthwhile enter- 
(Please turn to page 44) 
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Six Companivs Favored By Researchs 


COMMERCIAL SOLVENTS CORPORATION 


FANSTEEL METALLURGICAL CORP. 





Price Range 
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BUSINESS: Largest domestic producer of butyl alcohol and one of 
the nation's two largest makers of ethyl alcohol, this company during 
recent years has considerably diversified its output. From sale of 
neutral spirits, whiskies, dry ice, corn oils, insulating materials, nitro- 
paraffins and vitamin products, important supplementary revenues are 
now being obtained. Research looking towards development of the 
two last-mentioned constitutes an important part of the company's 
activities. Recently, construction was begun of what is believed will 
be the largest plant for the production of penicillin, the remarkable 
mold-made new drug. Additionally the company operates a Gov- 
ernment-owned plant for the manufacture of ammonia. A majority 
stock interest is held in the Commercial Molasses Corp., a large 
molasses gathering and shipping organization and supplier of one 
of the company's principal raw materials. Currently, the bulk of out- 
put consists of industrial alcohol for war purposes though chemical 
lines continue to provide additional income. 


FINANCIAL POSITION: Finances are sound with working capital 
amounting to $15.66 millions, and cash and equivalent totalling $10.05 
millions far exceeding current liabilities of $4.49 millions. Since re- 
tirement in 1940 of all bank loans, the common stock has enjoyed 
sole claim on assets and earnings. This together with a favorable 
earnings trend has led to rising dividends since 1940, with 1942 dis- 
bursements of 60c. per share; expectation is that future payments 
will continue equally liberal. Book value is $8.48 per common. Earn- 
ings for the first half were 46c a share compared with 43c last year. 
OUTLOOK: War-time income is expected to continue at recent 
good levels. Post-war prospects are enhanced by the company's con- 
centration on a line of new chemicals including many popular vitamin 
concentrates cheaply obtained from the residue of the distilling pro- 
cess. Another promising line are nitro-paraffins, used in the manu- 
facture of solvents, resins, platics, dyes and pharmaceuticals. Con- 
tinued research is conducted in a number of additional projects of 
peace-time importance with the management systematically studying 
all phases of future expansion possibilities in order to diminish de- 
pendence on industrial alcoho! sales, a highly competitive field. 
Prospects are that the company will emerge from the war as a well 
diversified chemical organization with interesting possibilities in many 
new lines including vitamins, penicillin and other drugs and chemicals. 
MARKET ACTION: The stock exhibited about average volatility, 
currently selling some 100% above its 1942 low while our Index is 
90% above that point. The stock is 32% below its 1937 peak while 
our Index is 35°% below that top. 

COMMENT: Recent price—I4!/. Growing diversification has led to 
considerable long-pull buying earlier in the year with the common 
rising from 9!/2 to the year's high of 16 In view of long-term 
prospects, further appreciation possibilities should exist on any market 
upturn. 


Long-Term Record 


Optg. Income Net Income Net Per Price 
(millions) (millions) Share Dividends Range 
2.383 2.346 0.89 0.60 36% - 1534 
3.645 2.702 1,02 0.60 237% - 1612 
2.854 2.232 0.85 0.60 245s - 14/4 
1.905 1.586 0.60 0.60 21%4- 5 
0.739 d0.294 d0.11 None 124 - 5% 
1.760 1.600 0.61 None 16 - 8% 
2.793 2.387 0.91 0.25 1658 - 8 
5.220 2.615 0.99 0.55 W%,- 72 
10.768 3.340 1.27 0.60 10%4- 7% 





d—Deficit. 
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BUSINESS: This company is engaged in the production, refining andBUSIN 
fabrication of rare metals such as tungsten, tantalum, columbium,feivinc 
molybdenum, and their alloys. Products include parts used in thefhis fi 
manufacture of electronic tubes, and in the chemical, electrical, air-Bf air- 
craft, automotive, radio, telephone and telegraph industries. A two-ffo.) ii 
thirds interest is held in the Vascoloy-Ramet Co. which manufacturespy oth 
tantalum carbide cutting tools and dies. Tungsten products normallypatteri 
account for 45% to 50% of sales, followed by tantalum productpany n 
which are rapidly increasing in use and importance. Tungsten orp tele 
is obtained from Colorado mines; tantalum ore comes chiefly fromfiities 
Australia. Reserve supplies are said to be ample to maintain capac-funica 
ity operations for some time. Apart from research in electronics, thefuses a 
company is known for its pioneer work in powder metallurgy. In thisBngage 
new science, tremendous progress has been achieved under the’ warfitra-hi 
time stimulus, foreshadowing wide application in many civilian industriespr the 
after the war. 
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panding war work, the company in August sold publicly additionalf9 © 
53,566 common shares at $19 per share. Prior to this offering, work¥* $5 
ing capital was $1.43 millions with cash and equivalent amounting to 
$574,000. Inventories, normally a large item in this business, wer? if of 
$2.40 millions. There is no funded debt and only 7,062 preferrelfi Per 
shares ahead of the small common stock issue. Book value last Apr: fio is 
was $9.94 per share. 1942 net of $1.87 per share did not includPYTLO 
income from Vascoloy-Ramet which last year equalled $1.78 per she P stinc 
the company's income statement thus understates actual earnity 
power. 


OUTLOOK: Capacity operations are assured for the duration though 
owing to rising costs, future gain in net may not keep pace with 
expanding volume; however, moderately higher net is indicated this 
year. Longer term prospects are believed excellent. The growing 
importance of electronics is mirrored in Fansteel's business and re: 
search engineers suggest that the electronics industries will continue 
to be a large and important future market for Fansteel's products. oa 

Additionally, the company's research in powder metallurgy should _ 
lead to substantial rewards after the war, and the tantalum carbide Fhe 
cutting tools developed by Vascoloy-Ramet also offer a promising = 
field for expansion. ag 


MARKET ACTION: Reflecting excellent long-term prospects, volatil-Buation 
ity was above average. After reaching this year's high of 24, theBkponse 
stock declined to around 175% largely due to the aforementionedis, Cy 
sale of additional common shares. It is, however, still 244% aboveh0% | 
the 1942 low, and equals the 1937 high. 


COMMENT: Recent price—!75%. while strictly speculative, and 
despite past sharp advances, the stock has attraction for long-pulf® outs 
commitment. 


tput 
civili. 


er, | 


Long-Term Record 








Net Sales Net Income Net Per Price 
Years (millions) (millions) Share Dividends Range 
d0.008 d0.35 44 - 1M 
0.078 0.15 183 - 13495 
0.161 0.63 17 = 11146 
0.120 0.42 172 - 4! 
0.011 d0.13 64s 
0.238 1.02 145% - 4% 
0.215 0.86 152 - 8 
0.363 1.58 10% 5 
0.421 1.87 0.25 10Y2- 5/4 
d—Deficit. 
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chSix Companies Favored By Research 


PHILCO CORPORATION 


PARKER RUST-PROOF CO. 
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1942 


1943 


1940 1941 























-olumbium,feiving sets since 1930 and does about 20% of domestic business in 
ed in thefis field. To diversify operations, the company undertook the sale 
trical, airpf air-conditioning units (manufactured by New York Ice Machinery 
s. A two-flo.) in 1938 and the distribution of home refrigerators, manufactured 
\nufacturespy others to the company's specifications, in 1939. Storage and dry 
Ss normallypatteries, radio tubes and parts are additional important lines. Com- 
1 productspany maintains an active research laboratory in Detroit and operates 
igsten orep television broadcasting station in Philadelphia. Since the war, ac- 
iefly fromfvities are centering on manufacture of electronic and radio com- 
ain capac-funications equipment for diverse military uses, as well as shells, 
ronics, thefuses and other armament items. The company's laboratories, normally 
y- In thisfngaged in intensive research in radio, television, electronics and 
r the’ warfitra-high frequencies are now devoted to special research projects 
n industriefor the Armed Forces, principally in the electronics and radio field. 

INANCIAL POSITION: Despite large capital needs to finance 
.Peadily expanding war output, finances are satisfactory with net work- 
gq capital at the end of 1942 amounting to $13.48 million. Cash 
a $5.50 million and a contingency reserve of $1 million was set 
ide from 1942 earnings. There is no funded debt. Net for the first 
lf of this year was $1.11 per share against 84c for the correspond- 
y period in 1942. Of 1,372,143 common shares outstanding, about 
i is owned by officers and directors and 30% by employees. 

NTLOOK: Capacity operations are indicated for the duration, 
sting to well-maintained earning power for the war period. Longer 
» prospects are favorable. The company is intensively studying 
s-war markets, including those abroad, and possible new products, 
d plans are being formulated for prompt reconversion. Philco's 
Brgineering deparment is now one of the largest in the country and 
.Mpected to prove a great asset when peace comes. It is believed 
at radio manufacturing facilities can be made ready for peace-time 


fining ong ses Philco has been the largest manufacturer of radio re- 



























& ong tput within 24 hours after cessation of war work, and production 
" pes civilian television equipment is envisaged a very short time there- — 
duck ft, No reconversion problems exist in the storage battery division. 
sh prg-term profit trend is likely to be upward, reflecting higher prices 
gy bid d profit margins accompanying eventual exploitation of television 
a d frequency modulation equipment. 
promising 


ARKET ACTION: Listed since 1940, the stock initially displayed 
_Piher less than average volatility, reflecting the highly competitive 
‘Fuation in the radio field. But this year, prices rose sharply in 
sponse to sustained war-time earning power and post-war potentiali- 
s. Currently, the sfock is 213% above its 1942 low while our Index 
9% higher. 
MMENT: 


Recent price—23%/g. With post-war competition likely 








ative, andip be keen, this is essentially a speculative situation but prospects 
r long-pullf? outstanding. Large deferred demand for radios should assure 
veral years of good business, quite apart from the television 
tential, 
Long-Term Record 
Price Net Sales Net Income Net Per 
Range FFs (millions) (millions) Share Dividends 
51.904 0.08 Saueis 
30.527 (cL eer 
45.421 Wee Scaducnces 
52.311 1.64 0.75 
77.073 1.83 1.00 122 - 8Y2 
68.505 1.61 0.75 14% - 7% 





Deficit. 


*Listed since Nov., 1940. 
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BUSINESS: The company owns numerous patents covering processes 
for the manufacture of rust-proofing materials which are sold, together 
with equipment for their application, to licensed users. The automo- 
bile industry is ordinarily the leading customer, accounting for two- 
thirds of sales. Second most important peace-time client is the re- 
frigeration industry, with the office equipment, hardware, household 
products and other industries also important users of the company's 
processes and chemicals which are well known under such trademarks 
as “Bonderite," ‘'Parkerize,"” etc. Recently, non-automotive use has 
been increasing sharply owing to shortages of plating materials, and 
‘the company's products are now finding widespread application in 
war industries and establishments of the Army and Navy, f.i. for coat- 
ing small arms. 


FINANCIAL POSITION: Resources are ample for the limited capi- 
tal needs and in the past it has been unnecessary to obtain additional 
permanent capital to finance expansion. Current liabilities are almost 
covered by cash and equivalent, and working capital as of 9/30/42 
was $1.13 million against $1 million the year before. There is no 
funded debt and only a small preferred stock issue is ahead of the 
outstanding 429,492 common shares. Past earnings were stable and 
dividends liberal. For the nine months ended June 30, net was $1.51 
per share against $1.16 for the comparable preceding period, indi- 
cating continued expansion of operations. 


OUTLOOK: The use of rust-proofing compounds is likely to be further 
extended in the automotive industries and additional uses will be 
developed in miscellaneous fields. This may be expected to offset 
any post-war loss of new markets now obtained owing to shortages 
of metallic plating materials. Sales will, however, largely depend on 
the activity of the automotive industry, considering the broad appli- 
cation of the company's processes in this particular field, despite the 
trend towards diversification of outlets. The company possesses the 
largest research laboratory in its field; its development work was the 
foundation of exceptional growth. In the opinion of Management, the 
potential field of usefulness has thus far been only partially covered. 
MARKET ACTION: Due to the company's dependence on the gen- 
eral business cycle, the stock in the past displayed about average 
volatility but lagged considerably since last year's market upswing, 
possibly reflecting uncertainty over a pending anti-trust suit. How- 
ever, excellent resistance was shown during recent market setbacks. 
Currently, the stock is some 35% above its 1942 low and 40% below 
the 1937 high while our Index is 90% above and 35% below these 
points, respectively. 

COMMENT: Recent price—!8. Company's entrenched position, ex- 
ceptional long-term prospects and the 7% yield lend the common 
above average appeal. In view of its strong trade position, possible 
repercussions from the aforementioned anti-trust suit are not expected 
to prove harmful to future prospects. 


Long-Term Record 


Gross Profit Net Income Net Per Price 
(millions) (millions) Share Dividends Range 
1.051 0.691 5.80 4.00 *74 = 4314 
1.430 0.952 6.64 4.00 *80 -40 
1.581 1.680 2.51 1.95 3212 - 23 
1.779 1.181 2.75 2.50 2958 - 12 
1.026 0.575 1.33 1.00 212 - 13 
1.472 0.957 2.22 2.00 21 -11% 
1.992 1.077 2.50 2.00 23% - 13%2 
2.015 0.748 1.74 2.00 20% - 14% 
2.233 0.862 2.00 1.25 172 - 13% 


*Before split-up. (a) 9 mos. ended 9/30/41. (b) Year ended 9/30/42. 
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Six Companies Favored By Research 


THE B. F. GOODRICH COMPANY 
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BUSINESS: This concern ranks fourth among the nation's rubber 
manufacturers but its output is probably the most diversified. Norm- 
ally, about 60% of revenues are obtained from sale of tires and 
tubes, the remainder from mechanical rubber goods and footwear. 
As to tires and tubes, original equipment and replacement sales are 
about equal in proportion, with General Motors the largest peace- 
time client for original equipment. By virtue of ownership of one-half 
interest in Hydrocarbon Chemical & Rubber Co., largest American 
producer of butadiene, Goodrich is taking a leading part in the de- 
velopment of the synthetic rubber industry with production of the 
synthetic material initiated last year. Currently, nearly all manufac- 
turing facilities are devoted to output of a multitude of military 
supplies. The company's outstanding research resources were heavily 
drawn upon by the Armed Forces, resulting in important accomplish- 
ments especially in the field of aviation and tank tracks. 


FINANCIAL POSITION: Despite normally ample finances, the com- 
pany last August arranged a V-type loan of $50 million to take care 
of mounting needs for working funds to handle its tremendous war 
production. The current position at mid-year showed net working 
capital of $80.87 million and cash holdings of $18.56 million. Con- 
tingency reserves amounted to $10.36 million. Earnings are still on 
the upgrade, net during the first half amounting to $3.49 per share 
against $1.59 last year. Renegotiation of 1942 business has been 
completed with reserves provided for this contingency adequate to 
absorb its effect. 


OUTLOOK: Sales and earnings will continue high for the duration, 
and longer term prospects are excellent. Deferred demand for tires, 
tubes and most merchanical rubber goods is expected to provide 
several years of excellent business after the war, and with the use of 
synthetic rubber as raw material, profit margins should be more 
stable than it was ever possible before. Heavy inventory losses, due 
to sharp price fluctuations of crude rubber, should become a thing 
of the past. War-time research has been instrumental in the de- 
velopment of a great many new products and new uses based on 
synthetic rubber which should accentuate growth prospects inherent 
in the industry. 


MARKET ACTION: Reflecting excellent war and peace-time poten- 
tials, the stock far outstripped the general market and currently is 
about 228%, above its 1942 low while our Index is 90% higher. Simi- 
larly, the stock is only 15% below its 1937 high while our Index is 
35% below that peak. 


COMMENT: Recent price—4234. 


Recent market resistance was ex- 


cellent, leaving the stock in fairly high ground (year's high is 45-5/5) 
with current yield unattractive. For that reason, commitments appear 
advisable 
prospects. 


only on further setbacks, despite favorable all-around 


Long-Term Record 





Net Sales Net Income Net Per Price 

(millions) (millions) Share Dividends Range 
103.87 2.586 0.45 None 18 - 8 
118.66 3.321 1.09 None 142+ 72 
141.09 6.723 3.58 1.00 35/2 - 135 
149.97 d1.471 d2.71 1.00 50/2 - 12% 
115.0 1.763 d0.23 None 267% - 10 
135.73 6.663 3.53 1.00 24% - 132 
145.35 6.121 3.12 0.50 20% - 10 
211.45 8.608 5.02 2.00 21% = 112 
238.78 9.524 5.73 1.00 27) «+13 

d—Deficit. 
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BENDIX AVIATION CORPORATION 
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BUSINESS: The great bulk of the company's peace-time business co 
sists of automobile parts and aircraft equipment. Presently, aircrd 
and marine equipment together with specialized armament lines a 
count for all but a small portion of output. The company normal 
makes most of the starting drives and a large proportion of 
brakes, carburetors and automatic clutch controls used in the aut 
mobile industry, supplying virtually all important automobile man 
facturers. Products designed for aeronautical use include carbureto 
magnetos, starters, wheels, brakes, instruments, radio and blind flyi 
equipment. Marine products include instruments and engine pa 
General Motors which owns 19% of the stock, has been more actiy 
in management since 1938; operations have been coordinated at 
costs considerably reduced. Major plant expansion was undertaly 
and aircraft equipment capacity expanded tremendously. 
FINANCIAL POSITION: Finances are sound. War-time plant expa 
sion was financed largely by the Government and working capital pod 
tion has been aided by large consumer advances. The company 1 
cently completed arrangements for a $150 million V loan. Workiy 
capital at the end of March was $37.97 millions, with cash positiq 
ample. Post-war reserves amount to $14.29 millions. Sales and ea 
ings continue to expand, with net for the nine months ending Ju 
30 amounting to $5.67 per share against $5.22 for the preceding |i 
period. 

OUTLOOK: Backlog of unfilled orders at the end of June was $1, 
billions, pointing to record volume of business for a considera 
period ahead. But contract renegotiation may be somewhat mo 
severe this year, resulting in narrowing ratio of sales carried throu 
to net before taxes, heretofore about 16%. Taxable net, howev 
should further increase. Company's entrenched position in both 
aircraft and automotive field should be maintained after the w 
pointing to excellent future prospects enhanced by unremitting 
search in many fields. In 1942 alone, expenditures for research a 
development were about $11.7 millions. The constant addition 
newly developed products is greatly adding to post-war potenti 
ties. Its 16 manufacturing divisions, 3 subsidiaries and 2 affiliated co 
panies are most efficiently managed by an aggressive managemeni 
MARKET ACTION: Reflecting the company's position as the count 
most important maker of aircraft accessories and equipment, 
stock early in the war advanced strongly but fluctuations more 
cently were below average. At present, the stock is some 27% ab 
its 1942 low and 17% above its 1937 high while our Combined In 
is 90% above and 35% below these points, respectively. 
COMMENT: Current price—35%/. Possessing outstanding war 4 
peace time potentials, the common, yielding 10% on basis of lf 
year's dividend of $3.75, has a good measure of attraction even 
current advanced levels. For that reason, resistance was good duti 
recent reactionary market periods. 








Long-Term Record 





Net Salest Net Income Net Per Price 
(millions) (millions) Share Dividends Range 
x 1.903 0.91 None 237% - I 
9.925 3.163 1.51 0.25 2412 " 
10.693 3.025 1.44 1.50 323 «2 
40.594 2.255 1.08 1.00 30/2 § 
30.893 0.156 0.07 None 302° 
41.726 4.485 2.14 1.50 33% - Mb 
.-- 59.342 7.861 3.75 2.50 36% «2 
«- 156.59 13.267 6.30 4.00 41 «3 
459.16 12.464 5.90 3.75 397% «2 


*1940-42 years ending Sept. 30; preceding years ending Dec. 31. 
1934-36 gross profit. 
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Government policy anent post-war use of its huge productive 
capacity for light metals is definitely hardening in favor of encour- 
| agement of far greater intra-industry competition. Intention is to pro- 















































mote wider use of aluminum through lower prices, if necessary by using 
Government plants as a lever to break the existing price leadership. 

































































ciel Magnesium poses a more difficult problem as considerable Gov- 

+ lines a ernment capacity is uneconomical for peace-time production. But indica- 
eee tions are that nothing will be allowed to dampen the impetus that war 

1 the aut has given to magnesium's progress. 

= ‘Talk is that members of the Truman committee contemplate pres- 
blind flyi sure for creation of greater fabricating facilities (now small in rela- 
~ = tion to metal output) to stimulate development of private programs 

Seated a aiming at wider post-war utilization of the metal. 

undertaly Increasing apprehension is evidenced in oil circles that both 
ee Britain and Russia after the war may own or control larger petroleum 
-apital pod reserves than the United States. This is largely attributed to the fact 
“or that American reserves are being drawn upon lavishly while those of 

ssh positig other nations are not being exploited to anything like the same degree. 
bak This strengthens the conviction that henceforth far greater re- 
aceding |i liance for supplies must rest on imports from Venezuela, Colombia, 

— Mexico. Former opposition to imports is quickly waning; even most rabid 
-onsidera erstwhile opponents, with an eye on longer range aspects, now accept the 
age desirability of supplementing domestic supplies. 

+, howev Revelation of the German use of rocket bombs has served to focus 
ey attention on our: own research in this field which is by no means 

>mitting neglected. In fact, studies of this new type of power, and its potenti- 
oad alities in war and peace, have been going on continuously. Particular 
a significance is attached to recent announcement of a new organization, 
snagemet Aerojet Engineering Corp. in Pasadena, Cal. Membership includes such 

he count outstanding rocket researchers as Dr. Theodore von Karman and Dr. Frank 
~— J. Malina of the California Institute of Technology. Both have experi- 
27% ab mented with jet propulsion for many years. 

seed: First real showdown on renegotiation procedure appears in the 

ng war? offing after the president of Lincoln Electric Co. of Cleveland had re- 
ao cently vowed that he would never pay the $3.25 million refund asked by 
good dur the Navy Price Adjustment Board. Lincoln's case is more or less typical 


of the efficient, low-cost manufacturer who finds renegotiation particu- 
larly onerous. 











Price Industry is closely watching further developments, expecting a 
oi precedent as the case is likely to reach the courts if Lincoln carries 
24¥ -@ out its intention "to resist to the end." 

3013. Federal-state fund matching to financé post-war airport expan- 


Sion, patterned after the federal-aid highway program, is suggested by 
Charles I. Stanton, chief of the Civil Aeronautics Administration. The 
idea is said to have the approval of the Public Roads Administration but 
both agencies know that a long trail of controversy lies ahead. 
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War has brought about an eleven-fold increase in the number of 


civil airports, now totaling around 865. But even today, many fields are — 


‘already crowded and expansion is needed. 

The famous Steckel patents for cold rolling steel are again 
slated to make court history. Most of their life has been featured by 
one law suit after another but this time it looks really serious. 

The Department of Justice, charging fraud _ in the patents’ issu- 
ance, is seeking their cancellation. The patents, owned by the Cold 
Metal Co., are said to be basic to the procéss of continuous steel 
rolling, making possible mass production, uniform high quality and pre- 
cision thickness of steel sheets. 

Cold Metal's biggest licensee, in a group of about twenty, is 
U.S. Steel Corp. The latter in 1940 ended its legal fight against val- 
idity of the patents by a composition agreement involving payment of 
$3.85 million for back royalties plus royalties on future production. 

Coal producers are striving hard to retain their war-won advan- 
tage vis-a-vis liquid fuel as evidenced by the new $2.5 million five-year 
research budget of Bituminous Coal Research Inc., an affiliate of the 
National Coal Association. 

Smokeless coal stoves, smokeless skies and all-year coal-fired 
air conditioning are but three of the twelve major projects slated for 
extensive study. Hydrogenation of coal, conversion of coal into gas 
without by-products, investigation of coal as an ingredient in brick 
manufacture and synthetic rubber production are other projects in line 
for extensive tests. 

' A new material that promises to outmode rubber in inner tubes 
and numerous other products has been developed by Glenn L. Martin. It is 
an elasto-plastic known as Marvinol and has already demonstrated its 
superiority to both natural and synthetic rubber for many applications. 
Complete reclaimability is one of its greatest advantages. If damaged, a 
Marvinol-made inner tube could be traded'in for a new one instead of 
being discarded as a total loss. 

Armored highways may become a post-war commonplace. The develop- 
ment is an offshot of battle front methods. of quickly building airfields 
by laying down steel-mesh landing nets. An experimental strip is now 
undergoing tests for wearing quality and post-war possibilities. Laid 
down on one of the roads fanning out from Darien, Conn., it consists of 
a 50-foot strip of prefabricated steel-mesh, filled in with sand, 
sprayed with road oil and rolled to concrete hardness. Engineers are now 
waiting to find out what time and traffic will do to it before deciding 
on larger scale introduction of this novel road building technique. 

Indicative of the let-down in machine tool orders is the recent 
observation of WPB's tools division that at the August rate of machine 
tool shipments, though drastically below earlier peak levels, the indus- 
try's backlog as of August 3lst will be eliminated in about 4% months. 

WPB's order for expansion of annual productive capacity for 
high-tenacity rayon yarn by 41 million pounds is highlighting the real 
trouble spot in the tire situation. Biggest worry is not inadequacy of 
tire building facilities but scarcity of rayon cords for use in syn- 
thetic rubber tires. Dwindling stocks of heavy duty tires is a source of 
growing concern, reflectimg directly the tightness of rayon cord supply 
indispensable in the manufacture of synthetic tires. 

The Pacific Northwest's $4 million demonstration plant to 
extract alumina from native clays may become the first victim of man- 
power budgeting on the West Coast. Local leaders are fighting to save 
the project but the outlook is dubious. 
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Changed Status of U. S. Under 
Raw Materials Shortages 





(Continued from page 13) 


which will be used to pay for our 
exports. Hence the changed eco- 
nomic prospect of the United 
States — quite apart from any 
governmental foreign trade plan- 
ning—points to a future export 
and import volume substantially 
larger than the figures of the pre- 
war decade. 

Nor will increased imports be 
the only means of financing an en- 
larged volume of American ex- 
port trade. There are some ex- 
tremely interesting export trade 
potentials inherent in the assured 
great growth of international air 
transport. Our aggressive air 
lines are not only aiming at the 
ocean passenger business formerly 
held by the steamships—consist- 
ing of business travel and luxury 
tourist travel that only a small 
minority of people could afford in 
terms of either money or time— 
but at a new and very large pas- 
senger maket that steamships 
could never develop. Aside from 
money cost, it would occur to very 
few two-week vacationers—and 
such as these make up the over- 
whelming bulk of all vacationers 
—to spend a vacation, via steam- 
ship, in England or on the Con- 
tinent or in South America. 

Without doubt, the air liners 
of the future—and not beyond 
present engineering feasibility— 
will greatly increase American 
trans-ocean tourist volume. By 
how much is conjectural. Our dol- 
lar payments on account of for- 
eign tourist expenditures—which 
establish exchange balances out 
of which foreigners can pay for 
U. S. exports—have always been 
a not inconsiderable item in the 
balance of international payments. 
In 1939, certainly a not too in- 
ving year for foreign travel, 
Americans tourist expenditure 
tame to $469,000,000, equal to 
nearly 13 per cent of total dollar 
payments on foreign trade and 
service itms. 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
SEPTEMBER 30, 1943 


RESOURCES 


Cash and Due from Banks . $ 833,532,898.41 


U. S. Government Obligations, direct 
and fully guaranteed OP WR Lye 


State and Municipal Securities 
Stock of Federal Reserve Bank 


2,756,434,626.64 
91,010,894.89 
6,660,000.00 


Other Securities aor ae 87,663,336.90 
Loans, Discounts and Bankers’ 
AGCERIANEGS. «5 tts Ul 894,755,090.71 


35,992,986.34 
5,397,350.00 
7,009,580.15 
4,114,156.38 
17,497,639.85 
$4,740,068,560.27 


Banking Houses . . . . 
Other Real Estate . 

Morigages .. « « « «© & « 
Customers’ Acceptance Liability 
Other Assets . .. . 





LIABILITIES 
Capital Funds: 
Capital Stock . $100,270,000.00 
Surplus . . . 121,730,000.00 
Undivided Profits 43,306,020.40 
— - $26 5,306,020.40 


Reserve for Contingencies . 12,916,020.79 
Reserve for Taxes, Interest, etc. 5,141,118.45 
Deposits ... .. . . . »« 4,442,998,614.19 


Acceptances 
Outstanding. .$ 7,438,707.30 


Less Amount in 


Portfolio . . _2,649,947.87 4,788,759.43 
Liability as,Endorser on Acceptances 

and Foreign Bills . . . . « e 65,882.09 

Other Liabilities . . . . . . 8,852,144.92 


$4,740,068,560.27 


United States Government and other securities carried at $1,190,633,- 

842.50 are pledged to secure U. S. Government War Loan Deposits 

of $1,032,061,238.23 and other public funds and trust deposits, and 
for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 





























































It is readily conceivable that 
this expenditure—the equivalent 
of trade imports in its potentiality 
for financing our exports — will 


double or triple in a reasonably 
near future as ocean air travel 
becomes more and more common- 
place. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability of 
your broker. This service in conjunction with your subscription should represent 
thousands of dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Irving Air Chute 


As a subscriber to your magazine I 
would like to have your opinion concern- 
ing Irving Air Chute stock. 

I bought some several yeags ago at a 
price far above its present market price. 
Why does it sell so low and still is able 
to pay such good dividends? Should I 
hold it?—R. D. J., Revere, Mass. 


Irving Air ‘Chute Co., Inc., 
earned $1.60 per share in 1942 as 
compared with $1.88 in the pre- 
ceding year. The price range this 
year has been: high 1034; low 
7%; last 814. The company paid 
$1.25 in dividends in 1942 and 
thus far in 1943, has paid three 
quarterly dividends of 25 cents 
each. 

This company was incorporated 
in 1919 and confines its operations 
almost exclusively to the manufac- 
ture of parachutes and is one of 
the leading concerns in this field. 
Over a period of years the great 
bulk of consolidated sales has 
come from outside the United 
States, the requirements of nu- 
merous European and South 
American countries being sup- 
plied, while many others are li- 
censed to produce company’s para- 
chutes. Earnings in 1941 included 
profits of European subsidiaries 
only to the extent actually re- 
ceived in this country. Its domes- 


tic plants are located at Buffalo, 
New York, and Glendale, Cali- 
fornia, where parachutes are man- 
ufactured for the United States 
Army, Navy and Marine Corps. 
Competition from other producers 
is normally severe in the domestic 
field. 

The company has no funded 
debt, its sole capitalization con- 
sisting of 197,500 shares of com- 
mon stock, of $1.00 par value. 
The latest consolidated balance 
sheet, as of December 31, 1942, 
showed net current assets of 
$623,603 as compared with $8 56,- 
546 on December 31, 1941. Cash 
on hand amounted to $527,759, 
which included $376,967 restrict- 
ed to government contracts. Hold- 
ings of cash and equivalent has 
been reduced by the larger inven- 
tories and receivables required in 
the larger production of recent 
years. 

While the growth of the com- 
pany’s business for the duration 
will probably be limited only by 
its ability to expand production, 
a drastic slump in demand is to 
be expected after the cessation of 
hostilities inasmuch as commercial 
demand will only partially offset 
the drop in military demand. This 
is undoubtedly one of the princi- 
pal reasons for the stock selling 


for only approximately tive times 
its 1942 per share earnings. In 
view of the foregoing, we do not 
anticipate any great appreciation 
in the market value of this stock. 


Sparks Withington 

I would like to obtain detailed infor- 
mation regarding Sparks Withington 
Company —M. G. R., San Antonio, 
Texas. 

Sparks Withington Company 
reported for the fiscal year ending 
June 30th, 1943, 64 cents on the 
common stock as compared with 
73 cents in the preceding year. 
The company has had a poor earn- 
ing record and has been able to 
operate profitably only during ex- 
ceptionally favorable periods. Un- 
less it can develop possible new 
products, a continuation of small 
earnings in post-war years are 
probable. For duration, a large 
volume of military business is apt 
to keep operations at high levels. 

The company is one of the 
smaller producers of automobile 
parts, particularly horns and ra- 
dios. The company developed a 
refrigerator line but it was discon- 
tinued in the 1939-40 year. 

The company’s latest available 
balance sheet, dated June 30th, 
1943, shows total current assets of 
$8,806,668 as compared with total 
current liabilities of $6,182,942, 
ratio of a little better than 1 for 1. 
While cash increased from $627,- 
044 on June 30th, 1942, to $1,- 
440,476 on June 30th, 1943, ac- 
counts payable increased from 
$881,245 to $3,960,858. The in- 
come tax reserves amounted to 
$1,442,985 or approximately 
double the amount shown in the 
preceding year. The common 
stock has had a price range this 
year of: high 6%; low 2%; last 5. 
Thus far this year it has paid two 
dividends, one of 15 cents on Feb- 
ruary 20th and one for 10 cents 

(Please turn to page 48) 
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MONEY AND BANK CREDIT 


BILLION DOLLARS C ON Cc LUS 1° NS 


MONEY AND CREDIT—Third War 
Loan oversubscribed by at least $2 





billion, virtually removing need for fur- 





ther bank borrowing this year. Treas- 


TOTAL LOANS AND INVESTMENTS 


ury asks $10 billion new taxes next 
year. War to cost U. S. at least $300 
billion. 


TRADE—August retail store sales 6%, 
above last year in value; but about 








even in volume. 


INDUSTRY—Overall Business Activity 
has already reached a level which may 








stand for many years hence as its 
Toran Loans approximate all-time peak. 


COMMODITIES — Farm prices firm 
on House Agricultural Committee's 
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COMMERCIAL LOANS 








Oe ae ee oe proposal to support staples at 100% 


ARSE SE SASS of parity and closure of Winnipeg 
1943 











wheat exchange. 


The Business. Analyst 


A oe bulge in bank debits occasioned by BUSINESS ACTIVITY 
s 


heavy subscriptions to the Third War Loan was 

largely responsible for fractional recovery in slat M.W.S. INDEX 
overall business activity since our last issue. 
This publication's weekly index of per capita 
business activity sagged a trifle in September 
to 150.6, from 131.1 in August but was 10.2 
points ahead of September, 1942. Without 
compensation for population growth, our Sep- 
tember index was 157.7% of the 1923-5 aver- 
age compared with 157.5 in August; and was 
12.3% above September last year. 

* * * 


























At present writing it seems probable that 
overall business activity has already reached 
a level which will stand for many years hence as 
its approximate all-time peak. The present ob- 
stacle to further expansion is not lack of de- 
mand for goods and services, but the physical 
impossibility of pushing munitions output much 

higher without subtracting a like amount from 
civilian produtcion, owing to a manpower 


shortage that will be worse before it is better. 
* * &* 











In line with this thought is a prediction by 
the 13 regional Shippers’ Advisory Boards that 
freight traffic during the fourth quarter will 
be only three-tenths of 1% over a year ago, 
and Senator George's opinion that war ex- 
penditures next year will be two or three 

(Please turn to following page) 
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Inflation Faetors 













































































Latest Previous Pre- 
Wk.or Wher Year Pearl PRESENT POSITION AND OUTLOOK 
Date Menth Moath Ago Harber 

PEDERAL WAR SPENDING (tf) $b Sept. 29 1.54 1.60 1.28 0.43 

Cumulative from Mid-1940 Sept. 29 131.3 129.7 50.2 14.3 (Continued from page 39) 
billions less than the hundred billions scheduled 
for th + calend ; 

FEDERAL GROSS DEBT—Sb meno a“ a we 

* * * 

MONEY SUPPLY—$b The Government's announced intention of giv- 
Demand Deposits—1I01 Cities ........ Sept. 29 30.6 31. 27.6 243 ing more attention to shortage of civilian 
Currency in Circulation ...... ............. Sept. 29 18.8 18. 13.7 10.7 goods is not likely to bear much fruit for some 

months to come, owing to shortages of manpower 
i ili N- 
BANK DEBITS—13-Week Avge. and raw material, unprofitable ceilings on se 

: ing prices, and heavy backlogs of unfilled orders 

New York City—$b.................-... Sept. 29 4.86 4.84 3.70 3.92 | ¢ i anil weieiaih tae See 
100 Other Cities—$b.................... Sept. 29 7.28 7.23 5.83 5.57 = the Arme i ti a “e equ 
owever, measures are being considered to se- 
cure more’ equitable distribution among retail 

INCOME PAYMENTS—$b (cd) July 11.80 12.16 9.51 8.1! | stores of such scarce goods as are available, in 
Salaries & Wages (cd) July 8.41 8.40 6.69 5.56 | response to widespread complaints that manu- 
Interest & Dividends (cd)... July 0.86 1.36 085 055 | 54 Pparatie alee ir 
Farm Marketing Income (eg) rie 155 138 1.22 121 acturers and wholesalers are not giving adequate 
Includ’'g Govt. Payments (ag) -.... July 1.58 1.41 1.25 1.28 | consideration to new customers, boom areas and 

concerns cut off from normal supply sources. 

CIVILIAN EMPLOYMENT (cb) m| Aug. 53.9 543 54.0 50.2 om 
Agricultural Employment -......__. Aug. 12.0 12.1 11.7 9.0 The Treasury announces that, though Series E 

Employees, Manufacturing Aug. 16.2 16.1 15.0 13.6 bonds are continuously on sale, subscriptions re- 
Employees, Government ............. Aug. 59 5.9 5.3 45 ; , : ; 
UNEMPLOYMENT (cb) m Aug. 1.0 1.2 22 3.9 ceived up to Oct. 16 will be counted in tota 
proceeds from the Third War Loan drive which 

losed otherwi October 2. When all returns 

FACTORY EMPLOYMENT (ib4) Aug. 170 170 157 141 ae ae haiti abs that the original 
Durable Goods Aug. 230 229 193 168 $15 billion goal was topped by two or three 
Non-Durable Goods ................... Aug. 122 122 124 120 yd Re aes A 4 

FACTORY PAYROLLS (Ib4) July 315 317 243 189 billion, thereby virtually eliminating the need to 

call upon commercial banks for further help this 
year. From an anti-inflation viewpoint there is 

FACTORY HOURS & WAGES (ib) little logic in reviving forced savings talk under 
ore a jennie’ reid 44.4 45.2 42.6 40.3 a pretext that small buyers of Series E bonds 
a rey 4276 43S 3043 aeyg | have thus far fallen far behind the goal set for 

them. Individual subscriptions are equally anti- 
inflafionary, whether received from | I 

PRICES—Wholesale (ib2) Sept. 25 102.9 102.9 99.4 92.2 ng iia aia iiaatitiiadie 

Ratan WG) conc Aug. 133.4 133.9 126.0 116.1 eT 
Chairman Cannon of the House Appropriations 

COST OF LIVING (Ib3) Aug. 123.2 123.8 117.5 10.2 Committee says that an increase in present Fed- 
Food Aug. 137.2 139.0 126.1 093.8 eral debt limit is inevitable on the basis of an 
Clothing Aug. 128.9 128.6 125.2 113.8 | “official estimate’ that the war will cost at 
Rent Aug. — — 108.0 107.8 . : 

least $300 billion. He explained that the esti- 
mate springs from a "general belief" that Ger- 

RETAIL TRADE many may be defeated by the autumn of next 
Retail Store Sales (cd) $b .......... Aug. 4.92 4.94 4.61 4.57 | year, and Japan a year afterward. 

Durable Goods ...................--...- July 0.77 083 0.81 1.07 
ag denen July 4.18 436 3.62 3.47 no © 
Chain Store Sales (ca) .................... Aug. 184 18! 182 151 r y 
Dept. Store Sales (rb) (1) -.......... Fin 138 142 130 116 a close on the heels of last month's 
Dept. Store Stocks (rb2) _............ Aug. 114 110 137 95 | War loan drive the Treasury has submitted an out- 
line of its program for raising $10 billion in new 

MANUFACTURERS’ taxes next year. Individual taxes to be upped 

New Orders (cd2)—Total .......... July 271 306 256 212 | $6.4 billion by raising the withholding tax to 
Durable Goods ......______. July 426 484 399 265 | 30%, lowering exemptions somewhat, and repeal- 
Non-Durable Goods —__. July 172 192 163 178 othe Vi Tax: billion edditionel 
Shipments (cd3)—Total ..._. July 248 254 207 183 | ig the Victory Tax; $1.1 billion additional from 
Durable Goods ................___.. July 347 343 264 220 | corporations by lifting normal and surtax rate to 
Non-Durable Goods ...... eer July 170 185 163 155 | 50%, from the present 40%; and $2.5 billion 
4] more from excise taxes. 

BUSINESS INVENTORIES—S$b 

End of Month (cd)—Total.............. July 27.1 27.0 29.2 26.7 oe 
i er MIE ET. ei 7 a on Among the corporations, Rails, Utilities, Banks 
Retailers’ July 5.9 5.8 7.4 69 and Insurance companies would be hardest hit; 
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PRODUCTION AND TRANSPORTATION 





















































Latest Previous Pre- 
Wk.or Whk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
BUSINESS ACTIVITY—i—pc Sept. 25 130.6 130.4 119.3 118.2 since all of the 10% boost would be in the 
Me WS.) lip Sept. 25 157.8 157.3 144.6 139.5 surtax rate which would be lifted to 26%, from 
th + 16%. The distinction i 
INDUSTRIAL PRODUCTION (rb3)} = Aug. = 203,203 183 Te Bagh ns - b 7 ms pei aia i 
Durable Goods, Mfr. .......-.-------+----- Aug. 143 145 140 215 | 's that income ae a ee ee 
Non-Durable Goods, Mfr. ........------ Aug. 143 145 140 141 | Government bonds is exempt from normal tax, 
but not from surtaxes. On the other hand, com- 
at INGOT PRODUCTION panies such as some of the aircraft manufac- 
(st)m Aug. 7.56 7.38 7.23 6.96 | turers with negligible excess profits credits, would 
Cumulative from Jan. | -..........-.--.- Aug. 58.80 51.24 56.9! 75.69 | og es prolite ihe allectnd bey the groped 
ELEC. POWER OUTPUT increase. Except in a few special situations, 
(K. W. H.)m Sept. 25 4,360 4,359 3,720 3,369 | present dividend rates of most corporations 
SNGUIEEEING CONSTRUCTION would still be amply covered even should the 
full tax increase be adopted, which is doubtful. 
AWARDS (en) $m Sept. 30 50 72 203 93.5 ' 
Cumulative from Jan. | ...........----- 6 Sept. 30 2,488 2,438 7,633 5,692 2 
PETROLEUM—bbls. m WPB has ordered a 5% cut in newsprint 
Crude Output Daily ..sssoo-----. Sept. 25 4.34 4.38 3.91 4.11 | consumption for the fourth quarter. Even so, the 
Gasoline Stocks Sept. 25 70.02 71.30 78.47 87.84 | Board expects that consumption will exceed pro- 
Fuel Oil Stocks Sept. 25 67.64 66.89 79.34 94.13 | duction by 31,000 short tons monthly and predicts 
bleating Oil Stocks: Sept. 25 40.33 40.30 45.97 54.85 |. further, perhaps deeper, slash next year. No 
CARLOADINGS Sept. 25 907 903 897 833 — in supply can be expected in the near 
Grain Sept. 25 53 54 48 43 uture, even with adoption of proposals to use 
Coal Sept. 25 180 179 171 150 | war prisoners and seasonal labor, along with 
Manufacturing & Miscellaneous =osane Sept. 25 402 400 426 po furloughed Canadian soldiers to help cut wood; 
_ LC. L. = = = - > 36 since it takes ten to eighteen months to convert 
; wood into paper. 
GENERAL = Ss 
Bituminous Coal Prod. (st)m -—...... Sept. 25 10.80 : 
Lumber Production (bd. ft.)m ih cose Sent. 25 657 640 710 632 Department store sales in the four weeks 
Paperboard, New Orders (st) t — Sept. 25 121 126 105 132 ended Sept. 25 were only 7% ahead of the like 
Cigarette Production—b .................- Aug. 23.68 22.88 20.94 17.14] period last year, against a 13% increase for the 
No. Am. Newsprint Prod. (st) ¢...... Aug. 349 355 350 745 year to date. 
Do., Stocks (mpt) End Mo. (st) +. Aug. 652 653 895 745 








ag—Agriculture Dep't. b—Billions. ca—Chain Store Age, 1929-31—100. cb—Census Bureau. cd—Commerce Dep't. cd2—Commerce 
Dep't., Jan., 1939—100. cd3—Commerce Dep't., 1939—100. cdlb—Commerce Dep't. index (1935-9—100) using Labor Bureau & other 
data. en—Engineering News-Record. !—Seasonally adjusted index, 1923-5—100. Ib—Labor Bureau. |b2—Labor Bureau, 1926—100. Ib3— 
Labor Bureau, 1935-9—100. Ib4—Labor Bureau, 1939—100. m—Millions. mpt—At Mills, Publishers & in Transit. np—Without compensa- 
tion for population growth. pc—per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, adjusted index, end of Mo., 
1923-5—100. rb3—Federal Reserve Board adjusted index, 1935-9—1!00. st—Short tons. t—Thousands. tf—Treasury & R. F. C. 
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ie at 1943 Indexes (Nov. 14, 1936 Cl—100) High Low Sept.25 Oct.2 
Issues (1925 Close—1!00)...........- High Low Sept.25 Oct. 2 100 HIGH PRICED STOCKS... 68.01 52.87 63.83 64.67 
273 COMBINED AVERAGE........ 89.9 54.5 84.4 83.2 100 LOW PRICED STOCKS...... 88.00 43.61 79.67 79.09 
3 Agricultural Implements........ 156.5 105.2 145.3 141.3 3 Liquor (1932 Cl—100)........ 297.1 197.1 277.5 278.4 
9 Aircraft (1927 Cl.—100)........ 179.2 131.8 139.0 139.3 8 Machinery 111.6 82.6 106.8 103.5 
5 Air Lines (1934 Cl—100).... 560.3 363.1 479.8 481.0 | | lS | ae 91.8 61.8 86.9 86.1 
5A + 78.4 40.2 73.2 72.9 3 Meat Packing .......................... 62.0 34.9 60.7 60.6 | 
12 Automobile Accessories .......- 142.1 83.0 125.0 122.7 10 Metals, non-Ferrous ................ 155.7 106.8 132.9 138.8 =f; 
13) Automobies: 21.0 9.7 18.3 17.9 3 Paper 13.5 9.0 13.1 13.0 «ft 
3 Baking (1926 Cl.—100)........ 15.0 85 14.0 13.7 | 21 Petroleum 141.4 86.9 1338 1304 
‘tin Male... 197.1 129.4 187.5 182.2 18 Public Utilities... 58.1 23.2 52.3 51.9 
2 Bus Lines (1926 Cl—100)... 966 549 883 86.4 3 Radio (1927 Cl.—100).._..... 26.1 12.1 22.6 22.6 
BiGheinicale ow 194.7 153.5 183.1 181.1 7 Railroad Equipment .............. 57.4 32.1 47.9 47.7 
13 Construction ............-----ce---c----- 38.0 23.3 35.0 34.4 17 Railroads 9.8 15.6 15.7 
Ol |, ee ea 240.4 177.1 231.3 232.1 2 Shipbuilding 71.1 73.3 73.9 
8 Copper & Brass... 82.5 63.6 68.6 70.3 3 Soft Drinks 197.8 320.6 313.1 
2 Daley Products —.-........ 40.5 29.7 39.8 39.6 12 Steel & Iron 57.6 70.9 70.9 
6 Department Stores ................ 32.2 15.4 31.4 31.0 2 Sugar ene 32.2 39.5 38.6 
5 Drugs & Toilet Articles......... 89.6 50.9 85.2 83.0 Z| eae i I Ecler 196.2 172.4 176.0 174.7 | 
2 Finance Companies................ 237.3 152.6 222.6 220.2 3 Telephone & Telegraph.......... 111.5 67.0 106.2 107.4 } 
6 Food Brands 85.5 123.4 122.4 EBL CC gee ee Mera loans nse 56.7 33.7 51.3 51.6 ik 
2 Food Stores 37.7 46.4 45.9 3 Tires: & Rubbers. 2 28.1 16.5 27.4 27.1 
4 Furniture ................ 35.0 63.5D 62.5 4 Tobacco Sonceisundgabeoboasaietaeesineies 67.7 52.2 63.5 63.6 
3 Gold Mining 610.3 985.5 1000.70 | 2 Variety Stores 0... 233.8 1824 2324 2307 | 
6 Investment Trusts .................... 39.1 22.7 34.8 35.1 20 Unclassified (1942 Cl—100) 190.0 100.0 168.7 169.8 
t 
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Trend of Commodities 


Prices of farm products continued to creep up on the con- 
sumer's pocketbook during the past fortnight and, according 
to the Labor Bureau's index of basic commodity prices, are 
now 32% above the pre-Pearl Harbor level and up 116% 
during the war. Oats rang up another 23-years' high. The 
advance was.assisted by the House Agricultural Committee's 
approval of a bill to support basic farm commodity prices 
at 100°, of parity, compared with the present loan figures 
of 85% to 90%. The advance in wheat to the best level in 
three months was also helped by announcement that the 
Canadian Government had suspended trading in that grain 
at Winnipeg because price control was threatened by the 


rapid rise in quotations there. Only once before in the past 
56 years has trading ceased on the Winnipeg exchange. 
That was in 1917 when World War | wheat prices went 
above $3 a bushel. The Canadian Government is taking 
over all commercia! positions in wheat. Authorities are 
now predicting several serious shortages for next year 
where civilians are concerned:—feed per head of livestock 
18% below the present year; supply of cotton goods to 
be only half as large; canned fruits and vegetables sharply 
under present rationed levels, owing to scarcity of tin. WFA 
asks Congress to raise CCC borrowing power by $500 
million to finance Government's price support program. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. Mo. 3 Mo. 6 Mo. |! Yr.Dec. 6 
Oct.2 Ago Ago Ago Ago Ago 194! 


28 Basic Commodities....... 178.2 178.2 177.2 176.6 176.6 169.8 156.9 


Date 2 Wk. Mo. 3 Mo. 6Mo. | Yr.Dee. 6 
Oct.2 Ago Ago Ago Ago Ago 194! 


7 Domestic Agricultural... 216.7 217.2 214.2 209.2 208.4 187.9 163.9 

















11 Import Commodities... 167.4 167.7 166.6 167.7 167.5 162.9 157.5 12 Foodstuffs 2... 204.2 204.5 202.8 201.1 201.5 190.9 169.2 
17 Domestic Commodities 185.5 185.4 184.3 182.5 182.8 174.5 156.6 16 Raw Industrials ........... 160.6 160.6 159.9 160.0 159.8 155.4 148.2 
SPOT COMMODITY INDEX COMMODITY FUTURES INDEX 
260 AVG. Sef". och sao all AUG. | SEPT oct. 
MOODY'S INVESTORS DOW JONES 
SERVICE INDEX COMMODITIES INDEX 
250 : 95 
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Average 1924-26 equal 100 


1943 1942 1941 1940 1939 1938 1937 
J) igh ene lee 94.29 88.88 84.60 64.07 64.67 54.95 82.44 
NS ee eee 88.45 83.61 55.45 48.74 46.50 45.03 52.03 





























15 Commodities, December 31, 1931, equal 100 


Copyright by Moody's Investor Service 
1943 1942 1941 1940 1939 1938 1937 
Belli idee 249.3 239.9 219.9 171.8 172.3 152.9 228.1 
Wie ee 240.3 220.0 171.6 149.3 138.4 130.1 144.6 
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Merchandising 
Stocks 





(Continued from page 22) 
well the flow of goods over drug 
store counters. Here, too, the 
trend towards higher-priced goods 
is instrumental in boosting dollar 
volume. With sales rising (first 
half year up 20%) and margins 
little changed from last year’s, 
1943 earnings should equal 1942 
results and continue well main- 
tained into 1944. 

Individually, sales trends de- 
pended considerably on manage- 
ment’s inventory policy which in 
turn is being directly reflected in 
operating ratios. In this respect, 


results were outstanding in the 


case of Cunningham, People’s 
Drug and Walgreen. United 
Drug, too, made an _ excellent 
showing since 1941. Growing 
food and fountain sales have been 
a stabilizing factor and will con- 
tinue so; any severe shrinkage of 
earnings or volume could there- 
fore only occur in case of a sharp 
drop of buying power, at best a 
longer range possibility. Mean- 
while, the over-all outlook is mod- 
erately favorable with Cunning- 
ham Drug Stores and United 
Drug offering the most outstand- 
ing opportunities, the former on a 
semi-investment basis, the latter 
as a promising speculation. 
Specialty Chains, specializing 
mostly in women’s apparel, found 
themselves in a relatively better 
position than department stores 
since no “hard” goods are carried 
by them. With the purchasing 
power of women rising rapidly, 
sales gains have been substantial 
but the rate of gain during the 
second half of this year will prob- 
ably taper off below the 30% in- 
crease registered during the first 
half. Good earnings for the en- 
tire year can be’ expected. The 
trend away from the manufacture 
of low-cost merchandise is begin- 
ning to pose a problem, affecting 
stores depending for volume on 
low-cost goods. Due to the com- 
plexities of the ceiling system, the 
situation has become something of 
a headache even to the OPA which 
is now attempting to rectify it. 
Still, no important consumer re- 
sistance has been encountered so 
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far; rather, the situation works to 
the disadvantage of those with 
small or fixed incomes. The leader 
in this field, Lerner Stores, has 
done quite well and should further 
benefit from increased employ- 
ment of women in connection with 
the war effort. Since for the mo- 
ment, no serious merchandise 
shortages are in sight, the outlook 
continues good and the stock of 
Lerner Stores has attraction both 
on yield (6%) and appreciation 
possibilities. 

Restaurant Chains, due to food 
rationing, are having their trou- 
bles but they also saw their busi- 
ness mount sharply as the habit of 
“eating out” has greatly gained 
in favor. Volume for the first six 
months was running some 20% 
above last year, promising to com- 
pensate for rising costs and wages 
but some contraction of margins 
is indicated during the latter part 
of the year. Traditionally, res- 
taurant chains are exposed to 
severe competition but this factor 
has been eased somewhat by war 
conditions, especially in larger 
communities and centers of war 
industry. With the exception of 
Childs, they are all doing well but 
the longer range outlook is less 
well defined. The high yield rates 
realized on leading equities in this 
field attest to the discretion with 
which they are viewed by many 
investors. 

Summing up, it can be stated 
that on basis of current results and 
future prospects, the majority of 
merchandising stocks are deserv- 
ing of their present-day popu- 
larity. This applies particularly 
to Department Stores, Variety 
Chains and Drug Chains which, 
barring radical changes in the sup- 
ply picture due to war necessities 
bid fair to come through the war 
in better shape than initially ex- 
pected. The majority are still 
moderately priced, with yields 
consequently often above average 
in relation to comparable indus- 
trials. Allied Stores, Associated 
Dry Goods and Spiegel have spec- 
ulative merit. Best & Co. and 
Penney rate high among the more 
seasoned issues. The recent re- 
markable showing of Gimbel 
Bros. is noteworthy. Interstate 
Department Stores, yielding close 
to 7%, is not extremely high in re- 


NOTE—From time to time, in this space. 
there will appear an article which we hope 
will be of interest to our fellow Americans. 
This is number one of a@ series. 


SCHENLEY DISTILLERS CORP., 
NEW YORK 


Why— 
‘“*Intoxicants’”’ ? 


This writer was dining at the club 
some time ago with two very dear 
friends; one a judge, and the other 
the president of an important business. 
We had tuned in quite by accident on 
a well-known radio forum .. . right in 
the middle of an animated debate on 
the advisability of re-establishing pro- 
hibition for the duration. Two of the 
debaters were for, and twe were 
against it. 

But the debate itself was not what 
made my friend, the judge, so irate. 
What really riled him was the con- 
stant reference to all alcoholic bever- 
ages as “intoxicating liquors,” or “in- 
toxicants.” My business friend hastily 
concurred with the judge, and, of 
course, so did this writer, although 
he doesn’t count in this discussion be- 
cause he is, naturally, biased. The 
fact is (and we weren’t bragging), not 
one of us had ever been intoxicated in 
our lives. And have never been total 
abstainers, 

Said the judge, “Why in Sam Hill 
do the Drys constantly refer to what 
we are now drinking, right here, as an 
intoxicant? We're not taking this 
friendly drink to become intoxicated, 
and I resent the implication that I am 
a partaker of intoxicating liquors. 

“Listen,” said the judge, “you can 
drown yourself by taking too much 
water aboard; you can put yourself 
in the hospital by exposing yourself 
immoderately to the blessed sunshine: 
and it is nothing new that a man can 
dig his grave with his teeth; he can 
eat himself to death. One of the most 
prominent men in America, a genera- 
tion ago, was a teetotaler, and over- 
eating undoubtedly hastened his end. 
I have seen him take three helpings 
of mashed potatoes in a railroad din- 
ing car at one sitting! This thing just 
burns me up,” concluded the judge. 

So, we had a second highball, and 
drank a toast to our boys (we each 
have one) who aren’t here to get into 
any wet and dry debates; they're 
overseas, helping to lick Hitler and 
Hirohito—Ratso and Japso. (They’ve 
already done a job on Mussolini— 
Fatso). And that means one out—and 
two to go! 


MARK MERIT 
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lation to near and longer term 
prospects. The two mail order 
giants offer fair yields and ex- 
ceptional post-war potentials. 
Food Chains face increasing bur- 
dens but some combine high yields 
with the traditional stability of 
the food business; selectivity, 
however, is advised as vulnerabil- 
ity to the effects of rationing is in 
some cases severe. 

But all these stocks have al- 
ready had major advances and 
much, if not most, of ‘the cream” 
may be off. Hence, selective pur- 
chases had better await reaction. 





Cities Plan for Post-War 





(Continued from page 25) 

Thus it is suggested that plan- 
ners in small towns look around 
for nearby industries which may 
want to get into high volume 
peace-time production quickly. It 
may spell opportunity for aggres- 
sive Communities to secure sub- 
assembly contracts or otherwise 
participate in peace-time produc- 
tion. Above all, small town plan- 
ners are cautioned to avoid think- 
ing in terms of attracting or creat- 
ing large industries. Instead, it is 
suggested that they analyze exist- 
ing industrial possibilities in terms 
of the type of activity most likely 
to fit into and serve their commu- 
nity. In agriculture, too, many 
new opportunities are envisioned, 
the result of higher consumer in- 
comes and greater interest in nu- 
trition as well as vastly increased 
agricultural buying power. 

Besides urging fullest explora- 
tion of all potentialities in indus- 
try, tra-> and agriculture, one 
fundamental point is particularly 
stressed. It is that the greatest 
single aid to post-war jobs will un- 
doubtedly be maintenance of the 
soundest possible business struc- 
ture during war-time. Failing 
this, the severity of post-war re- 
adjustments is likely to be much 
more pronounced. This of course 
is a truism, hammered daily into 
the ears of Government by big and 
small industry alike. It is a favor- 
able augury to see this advice re- 
peated in Government suggestions 
on post-war planning. 

Next to speeding the war effort 
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to an early and successful conclu- 
sion, maintenance of trade and 
employment after the war is 
doubtless the most vital problem 
confronting the country. Even to- 
day, it is not too soon to tackle it 
vigorously and realistically. It is 
gratifying to note the progress al- 
ready made in mapping the future 
though plans in many instances are 
still far from crystallization into 
workable blueprints. But it is the 
spirit behind these efforts which 
gives particular cause for opti- 
mism for the idea to preserve free 
enterprise is basic to all of them. 
And the end product sought is not 
an array of brilliant surveys but 
action to furnish more jobs, to cre- 
ate greater business opportunities, 
the life blood of every community. 





For Profit and Income 





(Continued from page 31) 
prises that can be ‘‘taken over.” 
The merger movement of today, 
which is certain to gather momen- 
tum, is not a case of big companies 
merging with big companies, as it 
was in the stock promotion days 
of the ’20’s—for this is pretty well 
out-moded by corporate fear of 
anti-trust actions—but of big or 
medium-size companies buying up 
small enterprises. 


Group Patterns 


Some of the “peace’’ stocks 
which led the way on rallies dur- 
ing August-September recently 
reacted more than the average. 
These groups have included de- 
partment stores, mail order, meat 
packing and tires, to mention only 
those that looked “hot” only a 
short while ago. The question 
for future market action to an- 
swer—and it is an important one 
—is whether this is merely a tech- 
nical reversal of over-fast ad- 
vances or whether investors and 
speculators have decided that the 
more popular “peace” stocks had 
better be let alone unless and un- 
til they come down to considerably 
more attractive prices. The point 
is that if bulls more and more 
‘run out’ of special situations 
that they can confidently exploit— 
which seems to be the situation 
as this is written—it suggests that 
the market may either become 


even duller than it is now or test 
out the August lows in the aver- 
ages. In a trading-range market 
there is no technical ‘‘news’’ ex- 
cept that made by special situa- 
tions. 
Tax Increases 

Announcement of the Treasury 
tax program may be said to have 
had a slightly sobering effect on 
the market. But the market for 
some days previously had been 
pretty much on the defensive any- 
way, so that the tax news was 
more of an excuse than a reason 
for modestly increased weakness. 
The general scope of the Treas- 
ury’s demands had been known 
for some time—and nobody ex- 


‘pected that Congress would agree 


to anywhere near the maximum 
that Mr. Morgenthau asked. But 
there will, of course, be a substan- 
tial increase; and from here on, 
for a period of weeks, security an- 
alysts will be busy figuring out 
how corporate earnings would be 
affected if the normal-surtax rate 
is raised to 50 per cent versus 
what the results would be if it 
were raised only to 45 per cent. 
Generally speaking, any rise 
would fall hardest on companies 
for which the normal-surtax pay- 
ment largely exceeds the excess 
profits tax liability. 


Drug Stocks 


Stocks of companies which 
make so-called ethical drugs, as 
well as those of manufacturers of 
proprietary products, are among 
the best acting groups in the mar- 
ket. Many. such companies are 
doing a sizable volume of business 
with the Government procurement 
agencies; and what a high level of 
public buying power can do for 
them is indicated by the fact that 
drug store sales volume is running 
25 per cent over a year ago and 
80 per cent over the pre-war year 
1939. But while the drug stocks 
should show better-than-average 
resistance on the down side, they 
don’t look like bargains for longer 
term potentials at present prices. 
No cumulative public demand is 
building up, as it is for various 
types of consumer durable and 
semi-durable goods; Government 
demand will be much less after 
the war. 
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Preferred Stocks 
With Arrears 


(Continued from page 23) 
on its preferred. Earnings this 
year are difficult to estimate but 
are expected to equal or exceed 
those of last year when $22.79 
was earned. The preferred stock 
of the Delaware Company, guar- 
anteed by the parent Illinois com- 
pany, has been retired through the 
issue of a 7% income debenture 
bond, which should improve the 
position of the Illinois company’s 
prior preferred stock. 

Amalgamated Leather Com- 
pany’s earnings in the six months 
ended July were $4.77 per share 
on the preferred against 14c last 
year. The company’s earnings are 
usually quite eratic, so that it is 
difficult to forecast. However, the 
leather situation has caused some 
alarm recently and shoe rationing 
has been tightened up by extend- 
ing the coupon period 50%. It is 
dificult to gauge the effects of the 
trade situation on the company’s 
earnings because of Government 
price ceilings, but in the past 
scarcity has usually meant good 
earnings. 








Stocks In Line 
For Year-End Dividends 


(Continued from page 15) 
But leading companies in_ this 
group are usually liberal with 
stockholders, due to their large 
allowances for depletion, and fur- 
ther disbursements by Anaconda, 
Kennecott and Hudson Bay seem 
likely. 

The miscellaneous group in- 
cludes three “war companies”’ to 
which the same comment would 
apply as in the case of the aviation 
and tool companies. However, 
Colt’s and Sperry have good 
peace-time records. 

The motion picture industry 
has been doing exceedingly well 
and has few readjustment prob- 
lems. Directors of the three com- 
panies listed might well be more 
generous to stockholders than 
they have thus far this year. 

The oil industry is doing well 
considering its handicaps, and 
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10 o’clock at night. 
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TELEPHONE 


Put yourself in his shoes tonight 


Think how eager you'd be to talk to the folks at home 
if you were in the army and away at camp. 


That’s something to remember when you’re thinking 
about making a Long Distance call between 7 and 


You see, that’s about the only time a soldier can get 
to the telephone. If the circuits are crowded, he may 
not be able to reach home before taps. 


SYSTEM 








here also extra payments seem 
possible. The rail equipments may 
decide to build up cash for the 
postwar period but Pullman is in 
such strong position that an addi- 
tional payment seems logical. 
The railroad stocks furnish 
perhaps the best group for year- 
end extras. In most cases divi- 


dends paid thus far are a small 
percentage of earnings. Coast 
Line and Sopac might well pay 
another dollar, Great Northern 
and Pennsylvania $1.50 or more, 
Louisville & Nashville and _ its 
Chattanooga afhliate perhaps 
$2.00. Erie is expected to equal 
last year’s $1.00. 
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This advertisement appears as a matter of record only and is under no circumstances to be 


construed as an offering of these securities for sale, or as a solicitation of an offer 
to buy any of such securities. The offering is made only by the Prospectus. 


P. Lorillard Company 


$20,000,000 


Twenty Year 3% Debentures, due October 1, 1963 
Dated October 1, 1943 


Price 10134% and accrued interest 


Copies of the Prospectus may be obtained in any State from such of the several Underwriters, 
including the undersigned, as may lawfully offer the securities in such State. 


LEHMAN BROTHERS 


October 5, 1943 
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Comment on Stocks 
in the News 





(Continued from page 29) 


writers is held large. At the same 
time, the company’s Roytype divi- 
sion which manufactures and sells 
typewriter ribbons, carbons and 
other office machine — supplies 
should enjoy a widening field. 
Even currently, it is responding to 
a planned expansion program to 
the extent of a 55% increase in 
sales over the 1942 fiscal year. 
While current yield is small, the 
stock on the strength of longer 
term prospects has speculative at- 
traction though commitments per- 
haps better await further reaction. 


* * * 


While for a steel stock, Wheel- 
ing Steel has done fairly well dur- 
ing recent weak markets, the cur- 
rent price of around 2134, down 
from the year’s high of 24%, ap- 
pears to many to allow for just 
about all the adverse factors in the 
situation and none of the more fa- 
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vorable elements, including that 
of ultimate peace. In each year 
of the 1935-40 period, the high 
for the stock was at least 50% 
above current levels, selling 
roughly 10 times earnings or bet- 
ter. Today, it is selling barely 
five times earnings which in 1942 
were $4.61 per share against 
$11.71 in 1941. 

Incidentally, the company has 
the War Department’s word that 
no excessive profits were made last 
year, thus no revision of 1942 
profits is in store. War-time earn- 
ings are expected to continue sub- 
stantially below peace-time poten- 
tials since a larger proportion of 
production is being shipped in 
semi-finished form where price re- 
lationships are unfavorable. This 
situation appears largely discount- 
ed by current prices. Wheeling’s 
opportunities rest primarily on 
peace business; thus after the war 
the company’s close tie with con- 
sumers goods industries should 
again support better than average 
operations and earnings should 
rise materially above present lev- 
els. Considering this, the stock, 
while speculative, has attraction 


and the current yield of 7% offers 
substance pending development of 
a more solid basis for future mar- 
ket progress. 





Railroads Face 
Divergent Prospects 





(Continued from page 28) 


the subject as well as the deter- 
mined opposition of both manage- 
ment and labor alike—we shall 
endeavor to single out securities 
of those systems which on the 
basis of finances and probable sat- 
isfactory post-war earning power, 
are most attractive and offer what 
appears to be the greatest oppor- 
tunities consistent with the small- 
est degree of risk. 

The first group possessing the 
greatest attractiveness are the new 
securities which in some cases are 
soon to emerge from reorganiza- 
tion and in other instances will 
emerge at some later date. The 
more desirable media in_ this 
group are listed in an accompany- 
ing table. 

An additional group of securi- 
ties which offer long-term possi- 
bilities of profit are two-fold, one, 
borderline rails in process of im- 
proving their credit, and two, first 
mortgage bonds of borderline 
roads, which, because of the re- 
affirmation of absolute priority by 
the Supreme Court in its March 
15, 1943, decision, are not likely 
to be disturbed even in the event 
of reorganization. Investment 
suggestions within this group are 
also in an accompanying table. 

Since we are stressing specula- 
tive opportunities throughout this 
study, we shall eliminate from 
consideration high grade invest- 
ment issues in the rail field, since 
yields afforded on most invest- 
ment rails are less than 314%. 

We do feel, however, that be- 
cause of the fundamental im- 
provement of the rail industry 
stressed herein, and because of 
reasonably satisfactory post-war 
prospects, that certain rail equities 
can be recommended. Such equi- 
ties run the gamut from high 
grade to highly speculative, and 
our suggestions, as separtely tabu- 
lated, offer a wide choice to all 
classes of investors. 
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Economic-Military 
Alliance With Britain 





(Continued from page 10) 


ready considerable economic in- 
terdependence between this coun- 
try and the British Empire. In 
the last pre-war years, as one 
of the accompanying tables indi- 
cates, we imported about 36 per 
cent of our requirements from the 
British Empire, which in turn took 
about 41 per cent of our total ex- 
ports. The value of the trade 
averaged about $21% billions in 
the 1926-29 period, about $1%4 
billions in 1937, and almost $2 
billions in 1939. We sold chiefly 
foodstuffs, raw materials and ma- 
chinery to Great Britain, princi- 
pally coal, steel, petroleum prod- 
ucts, motor cars and machinery to 
Canada, and mainly petroleum 
products, motor cars, structural 
steel and machinery to the rest of 
the Empire. In return, we bought 
high grade manufactures from 
Great Britain, non-ferrous metals 
and woodpulp from Canada, and 
rubber, tin, gold and jute from the 
rest of the Empire. 

Nevertheless the lowering or 
even the removal of tariff barriers 
betwen this country and the Brit- 
ish Empire would require some 
adjustments. In this country, the 
liquor manufacturers and_ the 
paper, shoe and textile industries 
would be among the principal cas- 
ualties. The British fine cotton, 
woolen and linen textile factories 
would undoubtedly get a larger 
share of the market in this coun- 
try; India would in all likelihood 
increase her cotton and jute goods 
exports, while Canada would be- 
come the center of the newsprint 
and paper industry of the entire 
area; British exports of small 
arms, cutlery and certain types of 
machinery would also increase. 
We would buy more low-cost cop- 
per from Africa, and the solution 
of the problem of natural rubber 
versus artificial rubber would un- 
doubtedly become more involved. 
In general, the gains to the British 
industries would probably be more 
immediate, and the fact that they 
were given access to a very lucra- 
tive market of some 135 million 
people would very likely permit 
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the extension of mass production. 
In this respect, many British spe- 
cialized machinery or specialized 
chemical goods producers might 
be quite favorably affected. 

In contrast, the gains which the 
creation of a free trading area 
would bring to the producers in 
the United States would in all 
probability be felt later, when the 
development of the Empire, which 
had been interrupted by the war, 
once more gets on its way. The 
British and our own expenditures 
have tremendously enhanced the 
purchasing power of India and 
Africa in particular. Since we are 
in a way the specialists in supply- 
ing the needs of newly opened coun- 
tries, most of the Empire orders 
for tools, road building machin- 
ery, motor cars and trucks, auto- 
mobile accessories, aircraft, elec- 
trical apparatus, and many chem- 
icals would go to us. Our cotton 
and tobacco sales would probably 
increase materially, and since we 
are the low cost producers, the 
danger from the opening up of 
new areas to cotton or tobacco 
cultivation would be lessened. On 
the other hand, we would have to 
admit more Empire grown wool, 
mutton, and possibly also grain 
and dairy products. 

In general, even the drastic 
lowering of tariffs would leave 
most of our mass production in- 
dustries—textiles, of course, ex- 
cepted — very largely intact. 
While it is true that British wage 
scale is about one-half of ours, the 
productivity of the American 
worker is on an average about 
twice as high as that of the Brit- 
ish. We shall also have the ad- 
vantage of our industrial plants 
being intact and ready for almost 
immediate production of peace- 
time goods. 

There is one more thing that a 
creation of a free market area 
would involve, and that is the 
freeing of labor movements. The 
post-war conditions in Great Bri- 
tain in regard to employment may 
be such that a large number of 
people—figures as high as 10,- 
000,000 have been mentioned— 
will be forced to seek their liveli- 
hood elsewhere. Fortunately, be- 
cause of the great expansion of 
secondary industries in Canada, 
Australia and South Africa, a 
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hold equipment plus huge 
public buying power in the form of 
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Leading corporations run their cur- 
rent dividend notices with us! They 
know that ALL of our readers are 
stockholders of record, seeking in- 
vestment for their surplus funds. 

Why not schedule your next divi- 
dend announcement with us? The 
cost is but $1.00 per line! 


Address Advertising Department 
90 Broad Street New York, N. Y. 











large number of Britons could 
settle in the Dominions. How- 
ever, we too will have to count on 
absorbing some of the migrants, 
especially if a greater freedom of 
trade and capital movements 
exists between this country and 
Great Britain. 
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Answers to Inquiries 





(Continued from page 38) 
on June 30th. In our opinion, 
your funds could be used more 
productively elsewhere. For rec- 
ommendations, we respectfully 
refer you to recent issues of The 
Magazine of Wall Street. 


Fansteel Metallurgical Corp. 


Would you please send me any infor- 
mation you have on Fansteel on the 
Curb? I happen to hold some of that 
stock.—R. F. R., Waukesha, Wisc. 


Fansteel Metallurgical Corp. is 
engaged in the extraction from ore 
of rare metals such as tungsten, 
tantalum and molybdenum, and in 
the refining, development and man- 
ufacture of these metals and their 
alloys and products. The products 
are widely used in the airplane, 
chemical, electrical manufactur- 
ing, electronic tubes, railway, tele- 
phone, and rayon industries. 


The company has a two-thirds 
interest in Vascoloy-Ramet, which 
manufactures tantalum carbide 
products used in the machine tool 
trade and in cutting dies for draw- 
ing wire, rod and tubing. Early 
in 1942, Tantalum Defense Corp., 
a wholly owned subsidiary, was 
formed to construct and operate 
an additional Government plant. 

This company earned $1.87 in 
1942 as compared with $1.58 in 
1941. In the pre-war years of 
1936 to 1939, inclusive, the high- 
est this company earned was $1.02 
and the lowest was a deficit of 13 
cents. It paid 25 cents in divi- 
dends in 1942. The company for 
the first four months of this year 
reported $1.15 per share as com- 
pared with $1.87 for the same 
period of 1942. Capacity opera- 
tions appear assured for the dura- 
tion and while further improve- 
ment in sales is a possibility, with 
operating costs and taxes at pres- 
ent levels only moderate gains in 
operating income is anticipated. 

The company’s consolidated 
balance sheet from reports made 
to the Securities Exchange Com- 
mission, as of April 30, 1943, 
showed total current assets of $4,- 
255,738, as compared with total 
current liabilities of $2,825,715 
and net current assets of $1,430,- 
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023. The company’s cash posi- 
tion was small, mounting to $292,- 
905 and notes payable amounted 
to $329,241 as compared with 
$244,900 on December 31, 1942. 
The ratio of current assets to cur- 


rent liabilities was 1.5 to 1. 
Earned surplus amounted to 
$253,467 and capital surplus 


$645,149. Recently there was an 
offering of 53,566 shares of com- 
mon stock of this company at $19 
per share by Hallgarten & Co., et 
al., proceeds to be used to augment 
working capital. The book value 
of the common stock was less than 
$10 per share. The price range 
for the common stock this year has 
been: high 24; low 10; last 18%. 
While the company’s large war 
business and favorable post-war 
prospects give the common stock 
moderate appeal, we would prefer 
to make commitments in this stock 
only on a reaction from current 
market price. 


Fairbanks Morse vs. Canada Dry 


As one of your subscribers, please ad- 
vise if you would sell Fairbanks Morse 
stock at prevailing prices and use the 
proceeds to buy Canada Dry Ginger Ale. 
—P. G. D., Miami, Fla. 


Fairbanks Morse and Company 
earned $4.87 in 1942 as compared 
with $4.47 in 1941. It paid $2.50 
in dividends in 1942. The price 
range this year has been: high 42; 
low 33%; last 3514. At current 
market price based on dividends 
paid last year the indicated income 
yield is slightly over 6%. The 
company has paid dividends con- 
tinuously for the past seven years. 
It has not published any interim 
report of earnings for 1943. 

This company is a leading man- 
ufacturer of industrial equipment. 
Its most important division pro- 
duces Diesel, gas and fuel oil en- 
gines which account for more than 
25% of its sales. It is alsoa large 
supplier of stationary engines. 
Other divisions manufacture a 
complete line of scales, water sup- 
ply equipment, a wide range of 
pumps for all purposes, sewage 
disposal equipment, railway main- 
tenance supplies, and industrial 
and marine auxiliaries including 
pumps, compressors and genera- 
tors. Seven plants are located 
throughout the United States and 


one in England. War work and 
demand from the shipbuilders in 
particular, assures large sales for 
some time. Post-war earnings 
will probably be sensitive to 
changes in activity among capital 
goods lines. However, the large 
stake in the Diesel engine field is a 
favorable factor in the post-war 
period. The company redeemed 
its preferred stock in 1938 and re- 
tired all of its funded debt as of 
February 1, 1943. Its sole capi- 
talization consists of 599,596 
shares of no par value. 

Canada Dry Ginger Ale earned 
$2.61 for the fiscal year ending 
September 30, 1942, as compared 
with $2.70 in the preceding year. 
Earnings for the current fiscal year 
are estimated around $2.50 per 
share and the near term outlook is 
favorable. The price range this 
year has been: high 247%; low 
13%; last 2134. It paid $1.00 in 
dividends in the fiscal year 1942 
and at current market price the in- 
dicated income yield is about 
4.4%. 

The company operates 22 
plants and, with its subsidiaries, 
has granted 159 licenses to bot- 
tlers in this and other countries. 
Undistributed earnings have raised 
the company’s working capital in 
recent years, despite large capital 
outlays. Although the company’s 
cash declined in 1942, increased 
inventories more than offset the 
shrinkage and working capital 
rose approximately 7%. The 
company has no funded debt, its 
sole capitalization consisting of 
604,157 shares of $5 par value. 
While increasingly competitive 
conditions in the soft drink indus- 
try may retard improvement in 
sales and earnings, the company’s 
new products and new merchan- 
tors. 

While we would hesitate to seli 
all of the Fairbanks Morse stock 
at current market levels, if you 
desire to include Canada Dry Gin- 
ger Ale in your portfolio, you 
could consider selling half of the 
former stock and reinvesting the 
proceeds in Canada Dry. Both 
of these equities have possibilities 
for the long pull and by holding 
an equal amount of each of these 
stocks, you would have better di- 
versification. 
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profit in three weeks. 


This shows how our analysts are having our subscrib- 
ers take advantage of intermediate advances as 
well as the longer term upswings in this recovery 
market. 


Setting An Outstanding Record 


The new. lower-priced Forecast . . . announced ten 
months ago . . . with a background of 26 years 
service . . . is guiding more and more investors 
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Here is the service you need to keep pace with 
today's dynamic markets and those now develop- 
ing ... to take steps to increase your capital and 
income to meet the added demands from every 
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As I 
See It! 


(Continued from page 5) 
same time Russian propaganda 
continues to make veiled threats 
regarding her capacity to enforce 
her demands. On the one hand she 
claims vast industrial and eco- 
nomic resources back of the Urals 
and an army estimated at from 
3,000,000 to 15,000,000 fully 
equipped—and on the other the 
possibility of a separate peace 
with Germany, although she has 
agreed not to make one. 





Every Psychological Trick 


Thus, in addition to the secrecy 
with which he surrounds the vital 
facts regarding Russia’s position, 
Stalin uses every psychological 
trick in his bag to gain advan- 
tages to which he is not entitled. 
This makes for too much emotion- 
al, and too little logical thinking 
about Russian affairs. Regardless 
of his efforts, however, a common- 
sense basis for calculation already 
exists. We know :— 


That, as far as a separate 
peace is concerned, ‘Stalin is 
thoroughly aware the Ger- 
mans would prefer to make it 
with us—and what a spot 
Stalin would be in! 

That the most important in- 
dustrialized sections of Rus- 
sia were destroyed by the 
German armies in the past 
thiee years—and that our 
lend-lease materials were es- 
sential to Russia’s efforts 
against the Germans. It is 
well known Russia was main- 
ly dependent on American 
food stuffs to sustain herself 
last year. 

That Russia has not won a 
decisive victory over Ger- 
many to date—their call for 
a “‘second front’ in the past 
was admittedly motivated by 
the knowledge that they were 
unable to finish the job alone. 
Today’s demands that we 
open a big offensive in the 
West in order to end the war 
this year cast doubt on the 
Russian capacity to withstand 
another winter's stalemate 
without considerable disinte- 
gration. 


It now seems that Germany 
is strong enough to hold the 
line she will finally establish 
this winter—«whether it be on 
the Dnieper or on the inner 
Fortress. It is clear that, un- 
less we come to Russia’s as- 
sistance, she will not break 
through into Germany this 
winter, despite the hubbub of 
Russian propaganda to the 
contrary. 


So much for Europe! As far as 
the Pacific is concerned, we have 
no delusions regarding Russian 
aid against the Japs. We were 
aware of this before Mr. Browder 
told us so. The use of Siberian air 
bases has actually long since lost 
its strategic value and Kussia has 
nothing to offer us here. 


Russian Air Bases 


The Japs are so strongly en- 
trenched in Manchuria on terri- 
tory adjacent to the Russian air 
bases (so frequently discussed as 
suitable for our purpose) that, 
did Stalin accord us the privilege 
of using them, the Japs would 
make them untenable in a very 
short time. Our best bet here is 
China and the Aleutians. 

As a result of too much fina- 
gling Stalin has outsmarted him- 
self and lost his bargaining power 
in the Pacific. And, as a result of 
the strengthening of our position 
in Europe, our bargaining power 
has attained substantial propor- 
tions, as far as Russia is con- 
cerned. 

Moreover, in ie Pacific, Rus- 
sia stands to benefit greatly from 
a Japanese defeat, made possible 
by British and American arms. 
She herself is unlikely to tackle 
Japan until that country is so 
weakened that the large force 
Russia maintains in the East can 
sweep through without opposi- 
tion. This situation gives us a bar- 
gaining point of great value as far 
as Russia is concerned. 

For his part Stalin does not 
think so, because he knows that 
the defeat of Japan is a first objec- 
tive on our part, regardless of the 
advantages that would accrue to 
Russia. Yet the Allies face a simi- 
lar situation in Europe regarding 
Russian operations there—but 
Stalin means to win both ways, un- 


less we can make him see reason. 

This brings us to the question 
of China’s importance in this part 
of the world, both strategically 
as far as Japan is concerned, and 
from a_ diplomatic standpoint as 
far as Russia is concerned. This 
country, because of its leanings 
toward the United States can be 
made our bulwark in the Pacific— 
to counteract any future difficul- 
ties that may arise as a result of 
the treaty between Britain and 
Russia. Thus, any postwar plan 
for a better world must include 
China—just as it should include 
France because of her position in 
North Africa and its proximity to 
South America. 

As matters stand, a showdown 
is imminent. In the coming con- 
ference between the Great Pow- 
ers, Stalin will either have to co- 
operate or expose the extent of 
his imperialistic ambitions—and 
to overreach himself now will 
show that he is out of step with 
the times—a liability to the Rus- 
sian people and a menace to the 
world. Let’s hope it will not be so 
but that instead an accord will be 
reached that will bring better days 
to the long suffering people of the 
world. 





What's Ahead 
for 
the Market 





(Continued from page 7) 
would be foolish. 


One of these days numerous 
‘peace’? stocks, especially those 
now selling on a low yield basis, 
are going to reveal “air pockets” 
under them much bigger than 
those shown in the recent reac- 
tion. If you think that either the 
super-abundance of bank deposits 
or the absence of a big margin 
position is any guarantee against 
important decline in any stocks, 
take a look at how far down the 
previous high-flyers among the 
air line stocks have recently nose- 
dived. 


Conclusion: We recommend de- 
ferring purchases for appreciation 
and holding up to 50 per cent 
cash_— Monday, Oct. 11. 
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; er - 4 war orphans. They are right here 
hel se at home. Their father, who 


was an automobile mechanic, 

is in Europe now, repairixg 
American tanks. Their 

: * mother is in a war plant. 
fi| Every night they sit here and 

| wait her homecoming — and 
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scssions that sailed with v 

Lim. He is given warmth J 
and comforts and strength 





























dinner. Your dollars can sup- 
port playgrounds, equip- 
ment and care for them dollars. Would you 
through one of your local rather have bought a 
welfare agencies. Wou!d new radio? 
you rather have a ncw 


to fulfill his desire to { 
“ship” again by your 


evening gown? Let your ds 
Let your heart decide 
decide 





Let your 
heart decide 


DOLLARS can be cold and selfish things. Or they 
can be generous, compassionate and merciful. 





Turn over the spending of some of your dollars to 
your heart. It will want to give twice what your 
logical mind intended to give, because your heart 
understands the mercy, the relief and the pleasure 
that these dollars bring. 


Let your heart decide. 








Remember this soldier? You saw him on the USO 
postors last year. His smile comes straight from 
a USO clubhouse. One of the finest things 
civilians have done in this war is in build- 
ing and supporting the USO. Boys come 
into the army from farms and cities—a 
This Chinese baby didn’t have much, but yester- little lonely—a little homesick. The USO 


day it did have a straw shelter, a crude cradle 
and two parents to care for it. A screaming Japa- 
nese bomb destroyed them all. Your dollars can 
bring this baby back to a useful life in the new 
China to come. Would you rather have a 


provides friendship, entertainment 
and hominess. Some of your dol- 
Icrs are spent through the USO. 
Would you rather have bought yourself 
a few theatre tickets? 








new chair in the living room? 


Let your heart 


Let your heart decide denis 


USO 

United Seamen's Service 
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Russian War Relief 
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United Yugoslav Relief Fund 

Refugee Relief Trustees 
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Care of European Children 
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National War Fund 
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Must be based on sound standards and high principles 
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realize the need for competent assistance in the 
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more. 
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consistent with safety of principal. 

Investment Management Service is completely 
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for the attainment of your individual aims. No 
general, printed advices are sent to all clients alike. 

Our counsel is entirely unbiased and independent. 
It is solely in our clients’ interests. We have no 
securities to sell, nor are we affiliated with any bank, 
broker, security distributor or underwriter. Our only 
income is the fees clients pay us for our supervision. 

We do not accept custody of funds or securities, 
nor do we alter existing bank or brokerage connec- 


tions. Our work and broad facilities are devoted 


solely to formulating a sound and lucrative invest- 
ment plan for our clients. 

All supervision is confidential, When you enroll 
we guarantee to hold all information concerning 
your account in strict privacy. We do not refer 
prospective clients to you for testimonials. 

Our charges are standard. We offer no reduced 
rates. One predetermined fee covers complete annual 


supervision of every dollar of your investment fund. 


We aim for the highest standards of efficiency in 
our staff. Our counsellors are selected from men 
who have proved their competence over years of 
exacting financial experience. Our clientele is re- 


tained solely on the quality of our attainments. 


Plainly you are facing a difficult management 
problem in bringing, and then keeping, your invest- 
ments in line with decisive market factors. It is 
only logical to believe that this task can best be 
handled by an experienced, trained and equipped 
staff—concentrating their entire time on the super- 


vision of investments. 
If you are not fully satisfied with the progress of 
your investment activities, we invite you to accept 


our invitation extended to you below. 





ITHOUT obligation on your part, we offer to send you a confiden- 
tial, preliminary review of your portfolio if it exceeds $20,000 in value—commenting 
frankly on its possibilities for capital growth, its income factor and its diversification. 
Your least favorable issues will be specified. Merely send us your list of holdings and 
objectives in as complete detail as you care to give. 
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